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A Banker's Diary 





AFTER a sunny autumn the stock markets started last month by rattling for- 
ward through the November smog at what looked like a dangerous pace. The 
United Steel issue was a huge success; no less than 52,000 
Smog = applications were received asking for a total of 40 million shares, 
inthe although only 14 million shares (at 25s. each) were on offer; and 
Markets the issue duly made its début at a 3d. premium. Throughout 
the greater part of he first week during which the lists for the 
United Steel issue remained open, gilt-edged were held fairly stable, thanks 
to the fact that many of them could be exchanged at a fixed price for the new 
steel shares. Meanwhile, however, equities were rising sharply, partly under the 
influence of a new bout of take-over rumours and speculation (which have 
prompted more ill-judged proposals for action to preserve existing boards of 
directors in their jobs and to protect one class of speculator from another) and 
partly under the influence of some cheering dividend announcements. Although 
dividend increases are likely to be a feature of this winter, 1t should be noted 
that the preliminary results of the big motor manufacturers (which, broadly 
speaking, show stable or slightly smaller profits for the financial year to last 
July, when production of cars rose by some 16 per cent.) suggest that some of 
the increases in production achieved this year have been at the expense of 
lower profit margins. The markets, however, at first paid little heed to this; and 
when the apron strings of the steel issue loosened, gilt-edged joined in the 
forward rush. By November 13 War Loan 3} per cent. stood at 853 and the 
Financial Times index of industrial ordinary shares at 131.3. These prices were 
higher by 24 and 8.1 points respectively than on September 16 before Bank 
rate was cut from 4 to 33 per cent. More significantly still, War Loan was higher 
by 2 and the ordinary share index lower by only 0.1 of a point than on Novem- 
ber 7, 1951, before Bank rate was raised from 2 to 24 per cent. and monetary 
discipline was first revived. These price levels looked ripe for a reaction; and 
by November 23 War Loan had in fact come back by } and the ordinary share 
index by 2.7 points from its level of ten days before—while the new United 
Steel stock had dropped to a 3d. discount. Nevertheless, those who have been 
talking optimistically of another reduction in Bank rate should still ponder 
whether this purely hypothetical reduction is not already discounted. 
Moreover, the Chancellor's contribution to the debate on the Queen's 
speech reinforced the warnings that both he and the Governor of the Bank 
of England had issued at the Mansion House in October. Mr. Butler stated 
that he “‘ honestly did not believe’’ that consumption was yet interfering 
with the export drive or threatening inflation, but that he would “ be quite 
firm in dealing with it ’’ if it did; he was glad to say that real investment was 
now “‘ creeping up ’’, and he would “ watch developments ” to ensure that the 
resources needed to support this increase were available. From this he went 
on to warn those looking forward to the next budget that he thought “ they 
would be wrong to take too hopeful a view’’. The Government is still on guard 
against both inflation and deflation; nobody can tell which way it—and 
therefore its front line weapon of Bank rate—will next have to move. 
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THE banking figures for October, the first to reflect the Treasury’s autumn 
refinancing, led some people to qualify their earlier conclusion that that 
operation had been quite abnormally successful. The net increase 
Banks _ shown in the investment portfolios of the clearing banks in the 
and the five weeks to October 21 proved to be {101 millions—a substantial 
Loan intake, but a smaller one than had been generally expected, since 
it had been widely assumed that the banking system as a whole 
had taken up perhaps £200 millions of the new Exchequer stock and the 
‘“ departments " about £100 millions. Now it seems apparent that the clearing 
banks’ participation was rather smaller and the official participation rather 
larger than the first estimates, but second thoughts do not require as marked 
a revision as the banking figures might seem to suggest—despite the fact that 
Lloyds Bank appears to have participated only very modestly and the District 
and Martins hardly at all. The change shown in the aggregate portfolio is 
naturally a net movement, and there was probably some switching out of 
other stocks in response to the demands stimulated in the market—including 
the discount market—by the shrewd tactics of the operation. The Treasury’s 
success has, indeed, to be tested by wider standards than merely the immediate 
cash subscriptions for Exchequer stock; the secondary effects permitted the 
sale of other stocks from official portfolios, and these favourable opportunities 
for the authorities had certainly not exhausted themselves by the date of the 
banks’ October make-up. The significance of any such sales is not, moreover, 
diminished by the fact that they were partly offset by purchases of the 1952-54 
War Bonds—since the provision for that maturity was an important, if 
secondary, purpose of the whole plan. The market should think again before 
arguing, as some people are disposed to do, that the “ omission’ of those 
bonds from the October offer is proof that the authorities expected another 
significant fall in interest rates before March 1. The refinancing of that 
maturity has obviously made important headway already. 





A MORE puzzling aspect of the October figures was the strength of the rise in 
bank deposits. Despite a further fall in bank advances by £8 millions (again, 
however, by substantially less than the amount of the month's 

Deposits’ call on the Gas Loan), net deposits rose during the five weeks 
New by £61 millions, to the record level of £6,156 milliors—whereas 
Peak in the four weeks covered by the similar return last year they 
rose by only £15 millions. The proximate cause of this movement 

was the unexpectedly small decline in liquid assets; these dropped by only 
£32 millions, or by nearly £70 millions less than the net increase in investment 
portfolios. And since commercial bill holdings dropped only fractionally, the 
implication was that the authorities had been replacing for their current 
deficit financing approximately two-thirds of the amount of floating debt held 
by the banking system that had been funded as a result of the loan operations. 
This £70 millions of Treasury demands on the banking system does, in fact, 
align quite closely with the Treasury’s apparent needs for domestic finance in 
the most nearly comparable period—on the assumption that its cash receipts 
from the public (excluding the banks) from the loan operations were very 
small. But at the corresponding time last year, when the domestic strain was 
slightly larger, and the strain from the surplus on the balance of external 
payments presumably much larger, the Treasury’s apparent demands on the 
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banking system amounted to under {20 millions. This disparity may, however, 
be due to a statistical oddity—arising from the technical difficulty of comparing 
a five-week period with one of four weeks. 

Meanwhile, this peculiarity, if such it is, has had the effect of causing the 
banks’ liquidity ratios to fall even more modestly than had been expected. 


Ciek. 23, Change on 

1953 Month Year 

ém. £m. {m. 

Deposits vs bs a -. 6373.3 + 53-7 206.2 
‘ Net ’’ Deposits * “% es 6155.0 + 60.5 214.1 

Oo” + 

Liquid Assets.. Ps Kg eh 2334-4 (36.6) — 32.0 - 274.2 
Cash es ~s Ss .s 515.4 (8.Z) + 3.5 20.0 
Call Money 7 wil ics 476.1 (7.5) + 0.6 —- 23.5 
Treasury Bills .. ‘a a 1286.7 (20.2) — 35.3 225.8 
Other Bills - -s ‘s 53-1 (0.8) - C.7 - 8.2 
Investments plus Advances .. ne 3892.1 (61.7) + 92.9 -. 2.8 
Investments “a os wa 2235.1 (35.2) +I101.2 + 95.5 
Advances i cn - 1654.0 (26.0) - 8.3 —- 93.0 


*After deducting items in course of collection. + Ratio of assets to published deposits. 


For the banks as a whole, the decline was only by 0.8 per cent., to the still 
high level of 36.6 per cent.—a big contrast from the corresponding movement 
last year. On the other hand, the investment portfolio has reached a new 
high level, and its ratio to deposits has soared from 33.8 to 35.1 per cent.— 
which, with one exception, is also a record level. 


BARCLAYS Bank has become the second of the “ Big Five’ banks to break 
away from the pattern of long-stabilized dividends. And since this bank was 
the only one of the clearing banks that did not join in the 

Barclays’ general dividend cuts in the crisis of the early ‘thirties, its 

Raises its decision has injected an added spice into the interesting 
Dividend dividend season that opens in a few weeks’ time—just twelve 
months after the ice was broken by the National Provincial 
Bank. Barclays “‘ B”’ stockholders (as well as the small ‘‘C ” stock that is 
held by the staff) will this year receive 16 per cent., instead of the 14 per cent. 
that has been consistently paid since 1920, and they ean evidently reckon 
that a payment of this magnitude will be the “ basic ’’ distribution in future. 
[t will not, however, be at the new percentage rate, since the increase is being 
brought about by a capital reorganization that has the further objectives of 
simplifying the capital structure and of increasing the ratio of paid-up capital 
to deposit labilities. 

Barclays paid-up capital, apart from the £667,050 of “‘ C ” stock (now to 
be known as staff stock and to carry a fixed dividend of 20 per cent., without 
the right to share in any capitalization of reserves), comprised £3,340,356 of 
“AY sto k and {11,761,811 of “‘ B”’, but the dividend on the “A’”’ wasslimited 
to 10 per cent.—although this stock ranked pari passu with the “ B”™ up to 
that amount. Now the “A” and ‘“ B”’ stocks are being merged, so that the 
“A” stockholders, for the future, will not be subject to any dividend limitation. 
And, since the ‘‘ basic ’’ dividend on the merged stock is to be the 10 per cent. 
rate formerly paid only on the “‘A’’, additional stock is being issued to “ B”’ 
stockholders to the extent necessary to give them a cash return equal at this 
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rate to the 16 per cent. they receive this year; for every five “‘ B” units they 
will receive eight units of the merged stock (instead of the seven units that 
would have effectively maintained their traditional 14 per cent. dividend). 

The directors regard this additional unit as “‘ compensation ” to the ‘“ B ” 
stock holders for agreeing to share their equity with the “A” stockholders, 
but it would be more logical to seek the guzd pro quo in quite a different aspect 
of the scheme. The increase now made in the dividend (in which the “A” 
stockholders, of course, do not share) naturally accrues as of right to the “ B’ 
stockholders as exclusive holders of the equity, whilst any future increase will 
be shared. But so will any future decrease; and it is this consideration, 
apparently, that is held to justify the plan as between the classes—since the 
‘“A’’ stockholders now relinquish the dividend protection previously afforded 
them by the cushion of the ‘‘ B’” stock so long as it was receiving more than 
10 per cent. If this consideration merits enough weight to give due balance 
to the scheme, the implication must be that, on a long view, the directors 
regard the chances of an increase in the dividend beyond its new level as 
evenly matched by the chances of a reduction—which should be a sobering 
thought for some of the optimists of the bank share market. 

The book-keeping of the operation requires the capitalization of £7,056,486 
of reserves, but only £3,873,119 of this will come from published reserves, 
and is the amount of the share premium account (the use of which is in any 
case restricted to capital purposes—not including the writing down of invest- 
ments or other assets). The balance will come from the inner reserves, so that 
the effect is to put more of the total “ free ’ capital resources into the balance 
sheet, raising the total paid-up capital from £15,858,000 to £22,915, 000, but 
reducing the total published reserves from £15,750,000 to £11,877,000 (ex- 
cluding P. and L. balance). These resources together represent 2.67 per cent. 
of gross deposits as at end-1952, compared with 2.43 per cent. before the 
change. The similar ratio for the clearing banks as a whole was 2.5 per cent. 
at end-1952—1in contrast with 6.4 per cent. at end-1938. 


THE Treasury is making a second attempt to restore to a permanent statutory 
basis the powers under which it regulates the fiduciary issue. The Currency 
and Bank Notes Bull published last month is virtually a word- 

Controlling for-word reproduction of last year’s Bill, which never reached 
the a Second Reading. The purpose of the Bill is to restore the 

Currency pre-war practice whereby any increase in the fiduciary issue 

extending for more than two years has to be sanctioned by 
Parliament. The one difference with last year’s Bill is that it is now proposed 
to fix the basic level of the fiduciary issue (that portion of the note issue 
unbacked by gold) at £1,575 millions (the present level of the issue) instead 
of at £1,400 millions as he ola last year. 

The Government would be wise to offer this year’s Bill sufficient Parlia- 
mentary time for enactment. The past fourteen years have seen an expansion 
in the fiduciary issue under the Defence Regulations from the basic level of 
{300 millions fixed by the Currency and Bank Notes Act of 1939 to £1,675 
millions (reached in the summer of this year); it is high time that any increases 
—other than purely temporary ones for seasonal purposes—were brought 
within the range of Parliamentary scrutiny and control. The new proposals, 
following pre-war practice, would allow the Treasury to sanction any request 
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from the Bank of England for a variation in the fiduciary issue from the basic 
level, subject to the laying of a Treasury Minute before Parliament; but any 
increase so granted could not remain outstanding for more than two years. 
Any extension beyond that period would have to be ordered by the Treasury 
by means of a statutory instrument—which Parliament could annul. 


THERE is no reason to expect an imminent sterling crisis, but there is now 
cause for more caution than for some months past. The sterling area’s gold 
and dollar reserves rose by $34 millions in October, to reach 

Dwindling $2,520 millions; but this was, in the circumstances, a dis- 
Surplus = appointing result. It was mainly accounted for by receipts of 
$13 millions of American aid and of $6 millions from the 

European Payments Union in part settlement of the September surplus of 
{4.3 millions; the opening of the overseas sterling area’s peak season for 
commodity sales might have been expected to produce something bigger than 
the surplus of $15 millions that was achieved with North America and the 
rest of the dollar area. Still more discouraging, however—and somewhat 
puzzling—was the announcement of a deficit of {10.5 millions with E.P.U. in 





BRITAIN’S BALANCE OF PAYMENTS 























July-Dec., Jan.-June, July-Dec.,  Jan.-June, 
IQ5! IQ52 1Q52 1953 
With Sterling Area: (4 millions) 
Imports - : 2A aa — 620 — 090 — 027 — 694 
E xports and re -exports ee oe — 6560 7 FOO Pr 503 —- 6500 
Invisibles (net) .. ‘iS ia a 140 + 142 - 136 - 132 
Balance .. a re -- + 206 - 293 + 72 + 38 
With Non-Sterling Area: 
[mports .. a .. —1,230 — 996 — 695 — 763 
Exports and re-e exp orts in ss * 732 + 769 + 733 t+ 717 
Invisibles (net) .. a ss < - 76 - II - I7 +- 34 
Balance .. “s a Kz — 573 — 2338 + 21 —- 12 
Total Balance - we “a .. — 367 + 55 + 93 26 
Financed by: 
American aid i a as ca 14 58 63 55 
Overseas investment oe a +- 126 1 9 + 86 +. 62 
Borrowing on (—) or repay ment of ( 
sterling balances oe + 68 -+- 336 + 13 — 167 
Change in gold and dollar eserves... — 547 — 232 + 57 +- 136 








October, although the tourist season had finished and Britain’s decision to 
liberalize imports from Europe had still, of course, to be implemented. 
Some comfort can, however, be derived from the fact that the sterling 
area is no longer quite so heavily dependent for its dollar earnings on America’s 
very volatile purchases of raw materials from the overseas Commonwealth. 
Britain has now got its own direct dollar deficit down to manageable propor- 
tions. The recent White Paper on the balance of payments (Cmd. 8976)— 
which was briefly commented on in THE BANKER last month—showed that 
although Britain’s total surplus deteriorated from £93 millions to £26 millions 
between the second half of last year and the first half of this, its direct balance 
with the dollar area improved by fully £62 millions; this brought its direct 
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dollar deficit to only {21 millions, easily the smallest for any half-year since 
the end of the war. Britain’s surplus with Europe increased by £6 millions 
between these two half-years, so that the whole of the deterioration occurred 
with the sterling area (by £34 millions, to a surplus of £38 millions) and with 
the residual group “ other countries ’ (by fully {101 millions); in this group 
there was a deterioration of £54 millions with the countries of southern South 
America—in so far as this means that Britain was no longer shipping exports 
that Brazil has been so dilatory in paying for, it does not much matter. 

Thanks partly to greater economy in imports from Britain, the overseas 
sterling area achieved a surplus of £132 millions in the first half of this year 
(this figure is deducible from the White Paper by subtracting the overseas 
sterling area’s deficit with Britain from its net receipts of gold and sterling 
from other countries). This surplus, together with Britain’s own surplus of 
{26 millions, gave the area as a whole a surplus of £158 millions; and it was 
this, together with American aid and capital movements, that enabled the gold 
reserves to increase by £186 millions in the half-year. A corollary of the over- 
seas Sterling area's surplus was that its sterling balances increased in the half- 
vear (by £211 millions to £2,891 millions, after allowing for an inflow of capital 
from Britain); but net sterling liabilities to non-sterling countries fell by £44 
millions in the half-year. 


FURTHER details have now been given by the new company for the financing 
of aircraft exports, whose formation was discussed in THE BANKER two months 
ago*, about the methods by which its facilities will be granted. 
Export Aid from Air Finance, Ltd., will be available only when the 
Credits for credit terms that aircraft manufacturers find necessary to 
Aircraft — secure the overseas order cannot be financed from their own 
resources (or through their own normal channels of working 
finance). Hence the finance company will not negotiate separately with 
prospective buyers, but will deal with them only through the manufacturers 
—except for the purpose of preliminary enquiries. As already noted in these 
columns, the manufacturers will ordinarily be expected to arrange with their 
customers for roughly 60 per cent. of the purchase price to be payable on or 
before delivery, and for the credit period to be not more than three years. 
The finance company will normally itself arrange for the credit to be covered 
by the Export Credits Guarantee Department, and in all such cases the pro- 
cedure for finance will be for the seller to draw on the buyer two parallel series 
of bills for appropriate dates covering the life of the credit, one series being 
drawn without recourse for the proportion of the credit insured by the E.C.G.D., 
and the other series being with recourse for the remainder (plus the “ finance 
charge’’ and “‘commitment’”’ commission payable to the company and the 
commission payable to the E.C.G.D.)._ Both series of bills, after acceptance, 
will be discounted by the company, which will not re-discount them on the 
market. The seller, it will be seen, will remain contingently at risk to the 
extent that any credit is not covered by the E.C.G.D.; but his drafts for the 
covered portion, being specifically without recourse to him, will not absorb 
any part of his unutilized borrowing powers. The working capital facilities 
available to him through other channels will not, therefore, be impaired. 





* See ‘‘A Banker’s Diary ”’ in the October issue of THE BANKER, and also ‘‘Aircraft for Export 
in the November issue. 
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Liberalising the Tories 


HE Parliamentary debates of the past month have already shown that 

in the new session the Government’s efforts to end state trading and to 

promote a freer economy are destined to run the gauntlet between a 
more searching eriticism and a more vigorous political opposition than they 
have had to face in the past—when political attack has been concentrated 
chiefly against the de-nationalizations and when the freeings themselves have 
only rarely come before Parliament. The issues now to be tackled in this 
sphere are the more prickly ones—notably those of agriculture and rents— 
and the proposals themselves are more prone to compromise, leaving the 
Government open to attack from both sides at once. But, though political 
tactics make the proposed solutions more tortuous and equivocal, the tests 
by which their long-run worth should be judged are still the same. 

Two years ago, at the time of the general election, it was emphasized in 
these columns that the acid test of the new Government’s economic policies 
would be the extent to which they moved away from physical controls and 
restored the automatic regulators afforded by a free price mechanism, in 
all its forms. The route towards economic freedom—as all post-war experience 
ought surely to have demonstrated to everyone not indissolubly wedded 
to control for control's sake—offered and still offers the only hopeful chance 
of keeping Britain solvent without needless pressure upon the standard of 
living and employment. But at that time it was by no means certain that 
a Tory Government would have the courage and conviction to push far 
along this road. Through two general elections the Tories’ propaganda had 
tried to persuade the public that they would be a bigger and better Santa 
Claus in a “‘ welfare ’’ economy than their opponents had been. And even the 
two major steps of their first few months in office—the revival of monetary 
policy and the cuts in subsidies—seemed to have been impelled rather by 
Britain’s emergency than by belief in the virtues of the price mechanism as 
such. 





ENDING RATIONING AND STATE TRADING 


In retrospect, the progress along the road looks a good deal better than 
seemed likely at the outset—but partly because the way was smoothed by 
external forces at least as powerful as any set in motion by the Government 
itself. It was evident all along that the slogan “ Set the people free! ’’ could 
never be more than an empty catch-phrase unless the Government was pre- 
pared to countenance the discomforts of disinflation. An overloaded economy 
beset by shortages cannot relinquish the discipline of physical controls unless 
another discipline takes its place. The disinflation of last year, which provided 
this alternative discipline and thus relieved the shortages, owed a good deal to the 
Government’s own policies, especially its monetary policy; but it also owed a 
great deal, perhaps even more, to the changing climate of world trade, with 
its fall in commodity prices and the cuts in imports by the sterling area and 
by other countries. 
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Thus was the way prepared for the progressive freeing of the commodity 
markets, the suspensions of bulk purchase, and the de-rationings of consumers 
here in Britain. But the very fact that the Government had not had to initiate 
the full unpalatable preparatory measures itself left many people still wondering 
whether even these welcome steps signified a clear determination to travel the 
road. In the early stages at least they had the appearance of merely ad /oc 
moves made because opportunity offered; there was nothing to show that the 
Government would have been prepared to launch unpopular measures to 
create the opportunities itself—or that it would firmly tackle the more for- 
midable obstacles further along the road. 

For all that, the record of liberal moves during these past two years now 
begins to look really impressive and many-sided. The process was surveyed 
in such detail in THE BANKER only two months ago—in an article covering 
the whole post-war period and therefore tracing the contributions made by the 
Labour Government as well as the recent moves by the Tories*—that there 
is no need even to summarize it now. By the eve of the announcement of the 
programme for the new Parliamentary session, the series of measures already 
completed had begun to present themselves as a definite pattern—and a 
sufficiently coherent one to justify the hope that the progress was at last 
being inspired by a dawning faith in the price system instead of by merely 
conventional principles of political tactics. The record as set out here two 
months ago had already been fortified by new signs of realism and freedom in 
monetary policy, by the important but belated decision to abandon control 
over the use of softwoods, and by several relaxations affecting minor commodi- 
ties. Now, for the new session, some more complicated schemes are mooted, 
including some equivocal ones. 


NEW FAITH IN THE PRICE MECHANISM ? 

Inevitably, they may disappoint the more enthusiastic of liberal com- 
mentators, who have been complaining all along that the Government was not 
going fast enough or far enough, and were expressing surprise that a party 
committed to the defence of private enterprise should not have done more. 
But, surely, if there is room for surprise, it is rather that the freeing up to 
date has been so considerable—serious though the remaining fetters and price- 
distortions and disincentives undoubtedly are. The principles that must 
inspire a thorough-going revival of the price mechanism were not strong in 
the minds of many traditional supporters of the Tory party—as witness, for 
example, the City’s divided attitude towards monetary policy only two years 
ago, or the business man’s growing penchant for trade associations. The 
principles of economic freedom that the Tories profess now did not trouble 
them before the war, when the private enterprise system was not under fire 
in anything like the fashion of the assaults of recent years. On the contrary, 
the Tories then, with their experiments in cartellization in divers forms, could 
not even claim to be anti-restrictionist. 

The truth is, of course, that political events since the war have made them 
heirs to the mantle of liberalism. The Tories now take up the torch of economic 
freedom not from ancient conviction, but because they have seen how gravely 








* «* Britain’s March towards l‘reedom’’, in THE BANKER for October last. 
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the foundations of private enterprise have been shaken by the system of controls 
that grew out of the war—much more shaken by them than by the acts of 
overt nationalization. Mr. Butler speaks candidly indeed when he rejects 
the Opposition taunt that the acts of freeing the economy are merely 
‘doctrinaire Toryism ’’, and declares that they represent, on the contrary, 
‘a policy which is sanctified by ancient usage and which has been passed 
down to us by the wisdom of our ancestors ’. The Government now affirms 
this inherited creed: “‘ we have decided deliberately and definitely to move 
towards the restoration of market mechanisms and the freedom of initiative 
and to give the individual the opportunity of expansion and development 
without which this little island cannot be saved. That is... not doctrinaire 
Toryism '’. Indeed it is not; it is traditional liberalism. Mark well this 
protestation of faith; for the Government may need frequent reminders of it 
in the debates that lie ahead. 

But for so recent a convert, the Government has not done so badly. Admit- 
tedly, many of the freeings already achieved have been moderate or even 
marginal ones, and were those that could be made with the least political 
embarrassment; but the aggregate worth of these moves as contributors to 
the health and balance of the economy has been considerable already, and may 
be very substantial in the longer run. The doubt now is not about the value 
of what has been done already, but about the vigour and courage with which 
the whole process will be pushed further. Has this adopted faith yet sunk in 
deeply enough to inspire forthright policies for the really major and difficult 
issues that remain to be tackled ? And will the new faith prove stronger than 
the precedents of pre-war Toryism when the two come into conflict, as they 
are now beginning to do ? 


FLAWS IN THE NEW PROGRAMME 


Some of the Government’s proposals for the new session leave room for a 
good deal of uneasiness on both these scores. But first it should be said that 
the Government and Whitehall at least deserve congratulation for their 
industry: the programme as a whole is formidable, and was rapidly followed 
by an unexpected spate of White Papers and Bills. It is also true that the 
economic measures are all steps in the right direction—in the sense that the 
proposed arrangements, though open to criticism, would be an improvement 
upon the present ones. But some of them would set very definite limits to the 
possible future progress towards free markets. 

The plan for winding up the Raw Cotton Commission, for the reopening 
of the Liverpool futures market and therefore also for the lifting of restrictions 
upon the import of dollar cotton (with effect when the present importing season 
ends next August) is welcome and unexceptionable. It is, indeed, courageous; 
like several comparable moves already made, it involves some risk for the 
balance of payments—but the Government has wisely preferred to run some 
risk rather than delay the advance. This measure will round off the moves 
for decontrol and ending of Government purchase of major materials, just as 
the new proposals for meat will round off the drive for the ending of food 
rationing—now promised by the middle of next year. The initial plan for 
meat is, indeed, a reasonable compromise between the conflicting pressures of 
the need to de-ration and to restore private trading on the one hand and 
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the need to “ honour ”’ the pledges given to producers on the other hand. The 
expedient for compromise here, as in the plan recently put into effect for de- 
control of the grain trade, is that of deficiency payments—which, however 
repugnant to the purest liberal principles, have at least the merit that the 
(probably costly) subsidy can be clearly seen and, if reasonably administered, 
need not be grossly destructive of producer incentive. 

But for other agricultural produce the Government's prescription for 
cessation of state trading is the expedient of the marketing board (which is 
even envisaged also for meat, eventually). As a later article in this issue 
explains, 1f this device is to be used to support a larger agricultural output in 
Britain than an entirely free market would produce (which is, of course, the 
basic assumption of British agricultural policy), it is bound to create a new 
restrictionism by producers and price manipulation, which is the worst possible 
method of concealed subsidization. At this particular point, “ doctrinaire 
Toryism ’’, pre-war vintage, does indeed raise its head; the new faith is 
honoured only in the desire to de-ration and to end state trading. It will be 
a national tragedy if the problem of British agriculture, which is one of the 
major sectors within which the principles of full freedom will continue to be 
violated in any event, cannot find a cleaner solution than this. 


‘“ MITIGATING ° THE RENTS PROBLEM 

The other major issue to be tackled now is that of the maintenance of 
existing housing, and here the line of approach invites criticism only on grounds 
of timidity. In its effort to promote repairs by private landlords and stop the 
dangerous decay that threatens some millions of houses, the Government 
starts from the assumptions that the cost of repair is now three times what it 
was before the war and that, on the Chartered Surveyors’ estimates, the 
average amount then spent was equal to the statutory deduction. It therefore 
proposes that landlords should be able to raise the present controlled annual 
rent by twice the amount of the statutory deduction—provided their excess 
expenditure on repairs has already been at this rate during the previous year 
or two, and provided that the increase does not raise the actual rent to more 
than twice the gross valuation for rating purposes. This proposal has been 
assailed from the left both on the ground that it is designed “‘ to enrich the 
landlords ’’ and on the ground—chosen by Mr. Aneuran Bevan himself—that 
the increase will not be enough to ensure that the repairs take place. In fact, 
the Government has leant over backwards to ensure that “‘ not a penny ”’ more 
remains with the landlords—the scheme includes safeguards to ensure the 
continued spending upon repairs so long as the increased rent is paid—and 
there will undoubtedly be cases in which Mr. Bevan is right, because some types 
of repair will continue to be grossly uneconomic. But many of the landlords 
who have been able to afford only minimum repairs in the past are likely now to 
maintain their properties to the extent permitted by the promised additional 
rent—though, even so, they may not keep pace with deterioration. 

To deal with the problem of seriously dilapidated houses—the majority of 
which will still have to be used for years ahead, however fast the rate of new 
building—the Government proposes an acceleration of slum clearance schemes, 
a new plan for local authority purchase of slum property, in advance of 
clearance, for improvement in the meantime; use of powers to compel owners 
to effect repairs where the expense is “‘ reasonable ’’, possibly with aid and some 
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increase in permitted rent; and a publicizing and extension of the existing 
facilities for grants to owners for the improvement or conversion of old houses 
having a useful life—including a raising of the permitted increase in rent from 
6 per cent. to 8 per cent. of the sum the landlord himself spends on the 
improvement. 

These latter proposals seem better balanced than the cheeseparing approach 
to the problem of repairs in general, but they may become very costly in 
Exchequer grants if the local authorities take the new exhortations seriously. 
The Government admits that it proposes only a “ mitigation, not a solution”’, 
and touches only the fringe of the major issue of uneconomic rents. But this 
very consideration of cost makes this piece-meal approach the more undesirable 
economically, however expedient it may seem politically. Mr. Macmillan was 
entitled to regard his plan as the first “‘ national ’’ housing policy, on the ground 
that it is the first to tackle not only new housing but th> maintenance (as 
distinct from repair of war damage) of the all-important existing housing. But 
if the two jobs are now to be done simultaneously, the already very large 
strain imposed by housing upon the community's resources is going to mount 
sharply, regardless of the sources of the finance. In principle, the two-fold 
approach is imperative and long overdue; but the only way of keeping the 
total strain in due proportion to other demands upon the nation’s resources 1s 
to promote proper economy in the use of housing by allowing rents to rise 
towards their economic level—not, indeed, to the level measured by the 
marginal extremities of urgent need, but at least to a level reasonably in line 
with the changes that have occurred in the prices of other essentials of life. 
There is no sign yet that the Tories’ new faith can face the political odium of 
this urgently needed line of advance. But the worth of these limited measures 
should not be underrated. 





THE TAsks AHEAD . 

The other main obstacles that bestrew the road to economic freedom—in 
the sense in which that was understood before the war—are the pricing policies 
of the nationalized public utilities, the external controls, and the distortions 
of the economy and penalizations of savings that result from the deadweight 
of Government expenditure and the peculiar incidence of the tax system. The 
Government, having said that the winding up of the Cotton Commission will 
be its last act of denationalization, has promised to aim at maximum efficiency 
in the industries that are to remain nationalized; it is much to be hoped that 
eficiency will be judged from a national standpoint and by wider economic 
tests instead of from the narrow points of view of the industries individually. 
At present, uneconomic price policies enable them to pre-empt national resources 
for investment in much the same way as uneconomic rents pre-empt resources 
for housing. The second major issue, that of the external controls, is, of course, 
too large for discussion in this context—and it also stands apart, since the 
solution does not rest with Britain alone. Some notable progress has, however, 
been made because the Government has been willing to run some risks—in 
freeing imports from specific licensing, in dropping state purchase, in reopening 
commodity markets, and in relaxations of financial and exchange controls. 
More can and should be done—provided that the health and resilience of the 
whole economy are promoted by further domestic freeings and by wise financial 
policy. 
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This condition for external advance, like that for many of the other still 
needed moves towards a rationally functioning price system, thus leads back 
at once to the overriding problem of the tax burden—which likewise is too 
large for this article. But it is becoming apparent that, given the general 
acceptance of the broad structure of welfare facilities, no Government ts likely 
to achieve any really large reduction of state expenditure—except, perhaps, 
over a long period, and as a proportion of national income, or unless defence 
expenditure can be heavily cut. This being so, the only hope of early and 
substantial alleviation of the dangerous pressure of the burden upon savings 
and incentive and risk capital lies in altering the incidence by major reform 
of the fiscal system. This is probably much too big a task to be tackled com- 
prehensively in a single plan—even if the Government had the courage to 
grasp firmly the many political nettles. But it is very much to be hoped that 
the now promised report of the Royal Commission will provide the Govern- 
ment with the means of making a major start upon this crucial problem in 
its next budget. 

COMING TESTS FOR THE CONVERT 

The real test of the Government’s new-found faith in the liberal economy 
will therefore be found not in the heartening progress up to date, but rather 
in the issues that le ahead—for all these issues, the really major ones, lie at 
the very roots of political controversy. Another searching test of faith will 
be faced when Britain next runs into bad weather; and then the all-important 
question will be how high a price the Government is prepared to pay to enable 
it to cling to the liberal measures already taken. Already, as a later article in 
this issue shows, left-wing economists are seizing upon the fear of American 
recession as an added weapon in their attack upon the freer economy. 
By dropping bulk purchase, it is there argued, the Government has already 
relinquished the most potent instrument available to it for welding the sterling 
area and like-minded countries into a more or less independent unit. 

Moves back towards this world of planning and controls and suppression 
of the markets might indeed become Britain’s lot in a future economic crisis 
if the effort to strengthen the economy by restoring its freedom is pursued only 
half-heartedly at its most crucial points now. And the attacks upon the 
liberal progress will certainly mount if America, after the Randall report, does 
not soon show tangible support for the principles of the Commonwealth 
“plan ’’. Politicians on both sides of the Atlantic should be under no illusions 
about what would be at stake if the Western world were driven to divide more 
decisively into two “ worlds’, as several British pronouncements for the 
American audience have recently emphasized. From Dr. Balogh’s article in this 
issue it is easy to guess the degree of regimentation that an economic cleavage in 
the Western world would imply for Britain and the sterling area. By coinct- 
dence, there also appears in this issue an article describing the regimentation 
that Russia has extended over its satellite “‘ partners ’”’ in its rouble bloc—a 
regimentation that proceeds throughout their domestic economies and subor- 
dinates domestic planning to the overriding aim of welding the whole into 
a self-sufficient bloc. The similarities between these two patterns for economic 
life—the hypothetical one for sterling countries and the actual one for rouble 
countries—are depressingly marked. If the Government’s new liberalism needs 
the spur of fear, it should find it in these opposition arguments. 
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From E.P.U. to LM.E. 


F convertibility is dead, it is most obstinately refusing to lie down—that 
J must be the verdict on the last meeting of the Ministerial Council of O.E.E.C., 

where the subject loomed larger than ever in lively debate. The most 
interesting aspect of this debate and of the documents on which it was based 
is that, unlike the Council's first discussion of the ‘‘ British proposals ”’ last 
March, they were no longer concerned with general principles but delved into 
considerable technical details. These discussions involved such matters as 
the effect of convertibility on the European Payments Union, the gradual 
merging of E.P.U. into the mechanism of the International Monetary Fund, 
greater flexibility for exchange rates, and increased freedom for international 
movements of short-term capital. This is not the kind of attention that is 
normally lavished on a corpse. 

The formal documents on which these discussions were founded were the 
text of the British proposals—essentially unchanged from that put to O.E.E.C. 
last March—and a report of the Managing Board of E.P.U. upon the effect 
the British proposals might have upon payments arrangements in Western 
Europe as a whole. Neither of these was officially a public document, but the 
corridors of the Chateau de la Muette are so well equipped with doors that 
persistently remain ajar that this interesting material—which never in fact 
warranted secrecy—has been given a thorough airing in the Continental press. 
If the current informed reporting is pieced together with the official data, it 
gives a fair indication of the broad content of these salient documents. 





THREE STAGES OF ADVANCE 

This exercise is best started from the sure basis of the actual resolutions 
passed at the end of the Council meeting. The “ convertibility ”’ resolution, 
reflecting the Council's views upon the unpublished report of the Managing 
Board of E.P.U., was based on two premises: First, that “ convertibility 
should not be achieved at the expense of continued liberalization of intra- 
European trade and payments’; and, secondly, that “ problems affecting 
intra-European trade and payments will arise wherever and in whatever form 
a move towards convertibility is made by one or more members’. From 
these premises it was resolved—not without bathos—that the Managing 
Board should consider further the problems that would arise if one or more 
Western European currencies were to become convertible and the methods 
that might be adopted to ensure an orderly transition from the present form 
of E.P.U. to a wider multilateral system of trade and payments. 

The resolutions relating to the liberalization of trade—that is, its freeing 
from quantitative restrictions—also recognized that if the objective of complete 
liberalization of intra~-European trade were to be attainable by 1954, that 
would imply the “ operation of a suitable multilateral system of payments 
as from July 1, 1954”. This does not mean that convertibility now has a 
“ dead line’ only seven months ahead, since nobody supposes that any such 
timetable could be fulfilled; the significance of the statement—and it is a highly 
significant one—is that it shows that in the minds of those primarily con- 
cerned the attainment of convertibility, which presumably is what is implied 














336 THE BANKER 





in ‘“‘ a suitable multilateral system of payments ’’, is an essential pre-condition 
of the complete abolition of quantitative import restrictions between member 
countries of O.E.E.C. 

These official indications of the Council's attitude provided a key to, and 
so may be amplified by, the unofficial gleanings from the Managing Board 
report which, by all accounts, provided much more detailed information about 
convertibility and liberalization than emerges from the resolutions. It is 
evident that the discussions upon technical aspects of these problems all 
proceeded from the British policy-proposals made earlier this year. These 
proposals, it should be recalled, do not suggest an isolated advance to con- 
vertibility by sterling alone, but a collective move by the countries of Western 
Europe, the British Commonwealth and the United States. They envisage a 
progress in three stages—first, the period from now until convertibility of 
sterling and other currencies is introduced; secondly, a period of about a year 
during which the move into a multilateral system of trade would be tested and 
such international instruments as the General Agreement on Tariffs and 
Trade would be adjusted to the new conditions; thirdly, the Utopian era in 
which the new multilateral trade and payments rules are in effective operation. 

During the first of these periods the United Kingdom and other countries 
in O.E.E.C. would undertake to proceed along the road of trade liberalization 
as rapidly as the state of their balance of payments justified. At this stage, 
the mechanism of the European Payments Union would be maintained in 
broadly its existing form. During the second stage—the twelve months or so 
after convertibility had been introduced—the liberalization code would remain 
in force and the countries of O.E.E.C. would undertake to maintain at least 
the degree of liberalization reached on the eve of convertibility. In the third 
stage, the liberalization rules would be merged into the wider code of an 
amended G.A.T.T. Similarly, the mechanism of E.P.U. would be finally 
dovetailed into that of a wider multilateral clearing system, presumably that 
of the International Monetary Fund. 

The question of intra-European clearings in the intermediate stages raises 
considerable problems. It is generally agreed that if sterling and other cur- 
rencies become convertible they could not remain in E.P.U., and that organiza- 
tion, therefore, could not continue to operate in its present form. The clearing 
functions now performed by E.P.U. are already being increasingly taken over 
by the foreign exchange market, the scope for whose activities in Western 
Europe has been considerably increased by the facilities recently introduced 
for spot and forward arbitrage operations between sterling and certain other 
currencies of the E.P.U. area. But this is only one-half of the functions of 
E.P.U. The other and perhaps more crucial part is the provision of credit 
facilities, which the Union in its present form makes available on completely 
automatic terms to member countries that run a deficit in their intra-European 
payments. These facilities must be maintained in one form or another if the 
E.P.U. countries are to maintain their programme for liberalization of trade. 
The scale of these facilities, and the nature of the additional clearing machinery 
that might have to be devised to supplement E.P.U. during the transition 
stages, would naturally depend on the number of currencies that joined sterling 
in achieving convertibility. 

The immediate resistance that was shown to the British proposals by a 
majority of O.E.E.C. countries when those proposals were first presented has 
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not changed—though it should be noted that the West German representatives, 
notably Dr. Erhard, have voiced a fervent plea for an even more rapid advance 
towards these objectives than any suggested in the British documents. The 
hesitations of the majority of O.E.E.C. countries are due to two main fears. 
As everyone now knows, the first fear is that an advance towards convertibility 
might call for a sacrifice of some of the trade liberalization achieved between 
Western European countries. The second fear, which is closely related to the 
first, is that the automatic credit facilities now available from E.P.U. might 
have to be discontinued—in exchange for a much less certain system of 
assistance such as might be provided, for example, by the International 
Monetary Fund. 


LIBERALIZATION FIRST—INCLUDING DOLLAR IMPORTS 


On the first point, the Managing Board of E.P.U. has made no attempt to 
veil its view that trade liberalization must come first; it believes that the 
removal of restrictions on intra-European trade should proceed as rapidly as 
possible, irrespective of any moves towards technical convertibility. It takes 
the commonssense view that the longer the present quantitative restrictions 
persist, the more difficult it will be to remove them. Moreover, it has even 
gone beyond this suggestion for accelerating liberalization of trade within 
Europe: it has proposed that before any hard and fast decision is taken on 
convertibility, as many countries in Western Europe as possible should proceed 
to remove restrictions on imports from dollar countries. This, it has been 
argued, would help to remove disparities between the prices of similar goods 
in hard and soft currency countries, which should be one of the aims and, 
certainly, one of the essential conditions of establishing convertibility of 
currencies. The Managing Board has suggested, in particular, that greater 
freedom should be given for imports of raw materials, machinery and equip- 
ment from the dollar world, on the ground that this would help to raise the 
productivity of European agriculture and industry. 

It is believed, indeed, that during the Paris discussions all member countries 
were asked to examine the restrictions that they still maintain on imports 
from the dollar world, with a view to removing them in so far as the state of 
their balance of payments permits. This proposal is no more than a suggestion 
that a greater measure of urgency should be given to the consultations that 
have recently been proceeding under the General Agreement on Tariffs and 
Trade with those countries that still maintain discriminatory import restrictions 
aimed at the dollar world. These consultations are now a series of separate 
and insulated exercises. But, since all E.P.U. currencies are equally hard or 
equally soft in relation to one another, there is something to be said for giving 
these consultations a greater unity and homogeneity. The Managing Board of 
E.P.U. has suggested that it should be possible to formulate a co-ordinated 
policy for shepherding all O.E.E.C. countries in the direction of lessening 
discrimination against dollar imports. 

The O.E.E.C. meeting, however, produced a great deal more than 
mere resolutions and exhortations in favour of liberalized trade. The British 
Chancellor of the Exchequer, following ‘the precept of putting liberalization 
first, announced that the United Kingdom would step up the proportion of its 
liberalized imports from Western European countries from 58 to 75 per cent. 
—the minimum proportion that, according to the O.E.E.C. code, should be 
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reached by a country not in serious difficulties on its balance of payments. 
Mr. Butler also announced an appreciable increase in the tourist allowance 
available for the coming year to British travellers on the Continent. Soon 
after his return to London, the Board of Trade published the list of commodities 
that will now be importable from Europe on open general licence instead of 
specific licence. It is estimated that the additional expenditure involved in 
these concessions on imports and tourist travel will run at around £20 millions 
in a full year—no mean gesture to liberalization by a country that 1s still over- 
drawn with E.P.U. to the extent of some £200 millions. France, in far graver 
difficulties on its balance of payments, found it impossible to do more than 
increase its liberalization percentage from 8 to 20 per cent.—a measure that 
the O.E.E.C. Council, not surprisingly, found disappointing. Before next March 
the French Government will have to report to the Council on the steps it 
proposes to take to reach the “‘ normal ” goal of liberalization, which all but 


France have now attained. 


REPLACING E.P.U.’s CREDIT FACILITIES 

The reluctance of O.E.E.C. countries to move towards convertibility, for 
fear of losing both the compensation mechanism and the credit facilities of 
the European Payments Union, was also discussed in some detail at the 
meeting. The Managing Board of E.P.U. met these somewhat negative argu- 
ments by pointing out that the automaticity of E.P.U. credit facilities might 
to some extent be replaced by the system of ‘‘ stand-by ”’ credits instituted a few 
months ago by the International Monetary Fund. These stand-by credits are 
in effect six months confirmed credits granted to member countries, giving 
them the assurance that during this period they will have the unconditional 
right to draw to a specified extent on the facilities of the International Monetary 
Fund. This is admittedly not the kind of automaticity that is available to 
members of the E.P.U., but it represents a technique of aid that gets as near 
to the principle of automaticity as is likely to be good for the health of member 
countries and for the safety of the resources over which the International 
Monetary Fund has control. 

The restrictions on the use of E.P.U. facilities are of two kinds. There ts 
first the need for debtor countries, as they use the facilities indicated by their 
quotas, to make gold payments on a steeply rising scale. Secondly, debtors 
know that when they reach or surpass the limits of their quotas they are likely 
to be cross-examined, exhorted and subjected to investigations—of the kind 
that produced such admirable results when the Jacobbson-Cairncross Com- 
mission visited Western Germany three years ago. This is hardly ‘“ automa- 
ticity ’’ as the principle was conceived in the days of 1943 to 1946, when the 
great debate between the White and the Keynes conceptions of post-war inter- 
national monetary organizations was taking place. But it comes nearer to the 
assurance of help and certainty of admission to the facilities of the Fund for 
which Keynes pleaded than anything provided by the practice of the I.M.F. 
until the new technique of “‘ stand-by ”’ credits was evolved. This ‘“‘ stand-by © 
technique is now building a bridge between the two conceptions, and it 1s 
possible that in course of time, and by dint of experience and adaptation, these 
new forms of “ confirmed international credits ’’ may produce the additional 
cushion of international reserves without which no move to genuine conve!l- 
tibility would be practicable. 
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The other major function that might be endangered if one or more E.P.U. 
currencies became convertible, and if, therefore, E.P.U. as it exists to-day 
had to be wound up, is that of the clearing machinery. Fortunately, however, 
the development of exchange arbitrage in Western Europe is beginning to 
reduce the importance of this particular réle of E.P.U. The settlement of intra- 
European payments is now being made ambulando as an increasing number 
of countries in Western Europe no longer compel their commercial banks to 
transfer their holdings of “‘ specified ’’ currencies to the central banks but allow 
the banks to dispose of them, ultimately in exchange for their own currencies, 
in any part of the international foreign exchange market that is now beginning 
to develop in Western European capitals. London is regaining some of its 
former glories from this development. With the help of both automatic and 
administrative facilities for sterling transferability, the clearing of intra- 
European payments is being increasingly made through the sterling system 
and the London foreign exchange market. It is only the ultimate “ spitze © 
that remain to be cleared and financed through E.P.U. once a month. (Indeed, 
even the financing might be effected through the London banking system—as 
was done in former times—if all the individual countries could claim the same 
degree of external equilibrium as that at present shown by the great majority 
of members.) 

It is interesting to note that the recent Paris discussions paid particular 
attention to the possibility of promoting these settlements through a flexible 
exchange market. Indeed, it was suggested that the elasticity and effectiveness 
of this arbitrage machinery might gain considerably from greater flexibility 
in the foreign exchange rates themselves. But in this discussion there seem 
to have been few, if any, partisans of floating rates as such; most of the 
advocates of increased flexibility of rates demanded a widening of the present 
one per cent. tolerance of fluctuations to no more than three—or at most five 
—per cent. on either side of parity. Such flexibility, it was argued, would 
limit the drain upon reserves that results from disequilibrium in balances of 
payments and would, therefore, similarly reduce the need for countries in 
temporary difficulties to have recourse to what is now their favourite defensive 
device—namely, quantitative restrictions upon imports or, in O.E.E.C. lan- 
guage, a retreat from the blessed principle of trade hberalization. The technical 
and legal implications of any such a move (from the point of view of the 
E.P.U. mechanism and of I.M.F. principles as well as mechanism) are part of 
the material that has been referred for further consideration in Washington 
and Paris. 

Another condition for improving the clearing mechanism of the reborn 
international exchange market in Western Europe is greater freedom for short- 
term capital movements between the centres concerned. The reinstituted 
arbitrage in forward exchange demands for its fullest development much wider 
facilities for holding foreign currency balances than exist in most Western 
European countries to-day. It may at first sight appear difficult to draw the 
line between granting such permission and opening the gates wide to stampedes 
of hot money; but the one need not merge into the other. Permission to 
transfer short-term capital could be restricted, as it is in Britain to-day, to 
authorized banks, so that it would not be open to resident individuals or cor- 
porations except with the specific permission of the exchange control authori- 
ties. The British authorized banks are allowed certain limits for their holdings 
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in each foreign currency. Ifa bank has genuine need to increase its holdings 
beyond its limit, it knows that the necessary permission will be forthcoming 
from the Bank of England. If other countries in Western Europe would 
emulate even this partial and restricted freedom for short-term capital move- 
ments, the effectiveness of the foreign exchange market in equilibrating the 
demand for and supply of particular currencies would be greatly increased. 

It is a far cry from any one of these technical suggestions, or even from their 
sum total, to the goal of free convertibility. But a simultaneous advance along 
each of these lines would go far to achieve the underlying purposes that the 
philosophy of convertibility has in view. Increased liberalization of intra- 
European trade, a gradual diminution of discrimination against dollar imports, 


dovetailing of E.P.U. into a wider multilateral system of international clearing 


and credit facilities, greater flexibility of exchange rates and greater freedom 
for short-term international capital movements—such trends as these would 
together bring the world of international trade and payments nearer that state 
of equilibrium and that capacity for balanced growth that are much more the 
substance of convertibility than any technical freedom, conceived in 1solation, 
for the soft currency holder of sterling to convert that sterling into dollars. 


British Banks in Town and Country 


An Artist’s Sketchbook 
By Geoffrey S. Fletcher 


HE St. Albans branch of Barclays Bank, which forms the subject for our 

sketchbook this month, ts the first authentic eighteenth-century building 

in this series. [t is odd that so many English towns that were Roman 
stations boast of such fine eighteenth-century buildings. Colchester, Bath 
and Chester rival St. Albans in this respect. It may be that the eighteenth- 
century builders felt dimly the monumental grandeur of ancient Rome, and 
found in the Roman tradition a form with which their own anglicized classical 
style could harmonize. However that may be, modern St. Albans has some 
truly delightful eighteenth-century buildings, worthy of its ancient Roman 
foundation of Verulamium. To-day, the ancient peace of the town has largely 
vanished; the old houses and coaching-inns that once viewed the elegance 
of the Birmingham High-Flyer and other stage coaches now vibrate from the 
continuous roar of heavy goods trafhic from London to the North. 

This branch of Barclays has a simple facade, in the attractive pale grey 
that Barclays has used in many of its other buildings. The simple, well- 
proportioned windows and the projecting pilasters on the left and right sides 
of the building make an agreeable composition; but the new doorway, redolent 
of town hall architecture of the 1930s, a hybrid classic style produced under 
the influence of saxophones and sports cars, is indeed a sad blot. It 1s 
difficult to understand why, if the original opening were too narrow, it was 
not possible to devise the simple porch characteristic of colonial buildings in 
New England; indeed, almost any projecting porch from the eighteenth 
century could have been used as a model, for here there can be no objection to 
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Specially drawn for THE BANKER by Geoffrey S. Fletcher 


Barclays Bank, St. Albans, Hertfordshire 


imitation. Fortunately, the old railings around the building have been 
retained. They add a cosy flavour to the scene, reminding the passer-by on a 
dark December evening of the Dickensian age. This is such a nice building 
that it is a pity one has to pass through such a nasty doorway to get into it. 
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Farming Policy in Perspective 


HE Government's proposals for the decontrol of food and the marketing 

of agricultural produce are intended as a compromise between _ the 

excessive demands that have been put forward by some farmers and the 
shrillest complaints of those who prefer any sort of pillow-fight to any sort 
of featherbed. With reservations, they succeed in that short-term objective. 
But they do not constitute a long-term policy; in present conditions of political 
and economic uncertainty they could not be expected to do so. This, in other 
words, is the beginning, not the end, of a long debate. It is a debate in which 
the participants—the farmers on the one hand and the anti-featherbedders 
on the other—wax so bitter that outside observers have to grope through a 
surfeit of emotional nonsense to search for the wisdom that hes between. 

The really hard-faced liberal view of the proper réle for British farming is 
easy to understand, if difficult to swallow. Its starting-point is the reminder 
that Britain probably still has a greater concentration of industrial capital 
equipment per head than any other country, except the United States and 
Canada; in consequence, Britain’s level of real wages is higher than in most 
other countries—it is either the sixth or the seventh highest in the world. 
These high wages have to be paid to agricultural as well as to industrial workers, 
if there is not to be a drift from the land; and Britain has to bear these high 
agricultural wages despite the fact that in acreage of cultivatable land per head 
it is only somewhere between the twentieth and thirtieth most fortunat 
country in the world. The relative richness of British soil and advantages 
from mechanized farming cannot make up for these disadvantages. In most 
years, it is still most economic for Britain to buy most of its food from abroad. 

British agriculture, on this view, should therefore confine itself to satisfying 
the demand for certain types of foodstuffs that cannot be economically trans- 
ported from abroad, together with a few transportable commodities that can be 
sold in competition with foreigners because they are economic (or even in- 
separable) joint products with the untransportable ones. The only obvious 
untransportable product is hquid milk; but a combination of high transport 
costs and the “ joint-product ’ argument also opens a market to British 
farmers for some eggs, Some meat (especially quality meat), some vegetables 
and some grain—although in quantities that are likely to fluctuate rather 
wildly according to fluctuations in conditions abroad (where, be 1t remembered, 
farmers are sometimes featherbedded even more cosily than here). 

That is the extreme argument, the really red rag that is sometimes flaunted 
before the farmers’ bull. There are, however, three mitigating arguments that 
should be noted at once, even by those who still abide (probably wrongly) by 
the precept that British agriculture should be no bigger than the short-term 
market demands. The first is that farmers have a right to some insurance 
against disaster, in the same way as industrial workers enjoy unemployment 
insurance that is subsidized by the state. Admittedly, this amounts to a 
claim that farmers should be treated more kindly than other small business- 
men, but probably most people will accept the argument; although some will 
rightly point out the corollary that the insured (as distinct from the actual) 
level of farm prices and incomes should be low. 
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The second argument is that if the farmer is to plant crops and rear live- 
stock at all he needs some guarantee of prices at least some months ahead. 
This, again, is a debatable argument; after all, a wool manufacturer who buys 
raw wool to-day will not sell the clothes made up from it until a year hence 
no doubt he would like a guaranteed market (instead of a form of protection 
that he has to pay for himself, through futures contracts), but nobody has 
suggested that he should be given one. Nevertheless, the principle of short- 
term guarantees is embodied in the Agriculture Act of 1947, and—provided 
the argument is restricted to this short-term basis—not many people would 
be willing to campaign for throwing it away. 

The third argument, which may have been insufficiently emphasized in 
recent debates, 1s that agriculture is the example par excellence of an industry 
of small entrepreneurs; as such it has been very hard hit by the problems 
of capital provision, capital replacement and taxation anomalies of which 
small businesses all over the country are so well aware. These problems were 
recognized even before the war; as one reflection of them, agricultural land has 
for many years been valued for death duty purposes at only 55 per cent. of its 
market price. Discriminating tax provisions of this sort are inherently un- 
desirable, and any solution to this problem should be sought through an 
approach that will help small businesses as a whole. But, while the anomalies 
remain, the farmers certainly have some grounds for complaint on this point. 





THE Cask AGAINST THE COBDENITES 

These three arguments, it should be reiterated, deserve some attention 
even by those who stand by the basic precept of “‘ an agriculture no bigger 
than the short-term market demands’. But middle-of-the-roaders can now 
turn to a much more fundamental problem: should Britain try to suppor: 
an agricultural industry that pure Cobdenite principles would suggest was 
uneconomically large ? Four arguments have been put forward in support of 
this contention. The first 1s the argument that a large agricultural industry 
will be needed to feed Britain in the event of war; this is not necessarily a 
compelling argument (the more workers there are on the farms the less there 
can be making arms, and it 1s not necessarily more economic in terms of war- 
time pre-emption of shipping space to import arms than to import food), but 
it does have some limited force. The second is the balance of payments argu- 
ment; it is much easier to ride through temporary “disturbances in world 
economic conditions if one is not desperately dependent on imports of food. 
The third is the social argument; there are some social and even aesthetic 
advantages in having a healthy rural community, instead of a nation that 1s 
wholly composed of town dwellers (although this argument is always in danger 
of being pushed too far). 

The fourth is the long-term argument; it is said that the steady increase 
in world population will involve a steadily increasing demand for food, 
that other countries are industrializing and thus eating away Britain’s com- 
parative advantages in manufacturing, and that the long-term trend will 
have to be for Britain to divert more resources to the land. This is a very 
questionable argument, especially in the neo-Malthusian and scaremongering 
form in which some people have tried to propagate it. It is not impossible that 
the next twenty years may see a vast upsurge in agricultural production from 
existing acreages as a result of the increased application of science; already 
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there are strange whispers from America that normal farming methods utilize 
land at only 2 or 3 per cent. of potential efficiency, that it may one day be 
possible to grow four or five harvests where only two grow to-day, and that 
enough protein to feed the whole world could be grown 1n an area the size of 
Wales (admittedly, in a soya bean form that is quite repulsive to eat). It 
would be folly to set great store by these dreams; but at least the argument 
that the world will have to devote more land and labour resources to agriculture 
is not proven—and Britain must be prepared to move either way. 

Such, in the fairest possible form, seems to be the basic content of the | 
debate on British agriculture to-day. It is a debate that obviously allows for | 
wide differences of opinion. But, on balance and perhaps temporarily, the | 
argument for a cushion against external disturbance and the social arguments 
probably just about tip the scales. For these reasons—and for these reasons 
alone—it would seem unreasonable to wax very indignant about a policy that 
assumed, for the present, that the amount of land, labour and other real 
resources being devoted to agricultural production in Britain to-day is just 
about right; provided that those who sponsor this policy then set it as their 
main objective to rearrange the marketing and subsidy mechanism in order 
to ensure that those resources are used in the most productive way. It is in 
this context that the march back to freedom should be judged. 








MISUSE OF MARKETING BOARDS 


So long as rationing continued and the Government was the sole purchaser 
of most important foodstuffs, agricultural policy ran on under its own steam 
although along undesirable and inflexible lines. The prices at which the 
Government would buy these foodstuffs were fixed once a year. At these 
annual reviews the farmers nearly always claimed an increase 1n prices corre- 
sponding to their estimate of the increase in their costs in the preceding year; 
the Government nearly always trimmed these estimates down, and tried to 
adjust prices of individual commodities in order to encourage a further increase 
in production of some foods but to damp down the increase in others. The 
base level of prices to which these annual adjustments were made was deter- 
mined a long time ago—broadly speaking, in the war and post-war years when 
the aim was to wring out every possible ounce of food production from the 
available land. In other words, the base level of prices was sufficient to keep 
marginal farms in production, and this has meant that those farming good 
land have made very large profits indeed; one symptom of this is that total 
farming incomes have risen by five or six times since the 1930s, whilst other 
personal incomes have risen by only two or three times. 

The coming demise of rationing and of state trading have made the ending 
of this system inevitable, not because of any desire to roll back farmers’ incomes 
but because of the compulsions of the market place. The end of rationing 
means that consumers can buy what they like from their grocers and butchers; 
this means that the retailers must be allowed to buy what the consumers 
want from the wholesalers, and the wholesalers to buy this from the farmers. 
The days are coming to an end when the Government, having bought too much 
ewe mutton at too high a price, can allocate it to butchers whether consumers 
want to buy it or not. The problem that has been engrossing those in charge 
of Government agricultural policy throughout the past year has been: how 
can this return to the compulsions of the free market be reconciled with a 
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scheme whereby prices will be guaranteed at a high enough level to keep 
British agriculture at its present size (which, on these market principles, is 
probably two or three sizes too large) ° 

Two devices are possible: marketing boards and deficiency payment 
schemes. Generally speaking, the farmers prefer marketing boards; and they 
have unfortunately got the Government to agree that the boards that existed 
before the war for milk, potatoes and bacon pigs should be restored to power, 
while a new board is being mooted for eggs. These are the most disappointing 
features of the Government's new policy. The arguments that are usually put 
forward in favour of marketing boards are that they can help in grading for 
quality, in centralization of distribution, in co-operative refrigeration and the 
like; these are unobjectionable aims, but they can all be achieved by voluntary 
boards that have no power to regulate the market. It should be obvious, 
however, that marketing boards can only solve the basic problem (that of 
keeping in being a British agriculture larger than purely economic forces 
would allow to exist) if they do manage to rig the market, by restrictive practices 
at home and by acting as pressure groups against imports from abroad; it 
was to these devices that the boards resorted hedaee the war, and that is what 
they will no doubt resort to in the future if the market turns sour (with a 
Government subsidy to help some of them if their restrictionism goes awry). 

This is an absurd situation, which an analogy with the army may help to 
make clearer. All military forces are uneconomic; it is a great pity that they 
have to be kept in being with the taxpayers money, but everybody agrees 
that they should. But if the War Office devised a scheme to save the taxpayers’ 
money by allowing the army to make up for a reduced defence vote through a 
modicum of highway robbery wherever opportunity offered (say, along the 
Great West Road), there would be a loud outery; this outcry would not come 
primarily from pacifists who did not want this uneconomic army anyway, 
but inevitably the outcry itself would help pacifism to grow. It is extra- 
ordinary that the Government and the National Farmers’ Union, by setting 
up marketing boards in an age when anti-monopoly agitation and legislation 
are bound to increase, do not realize that they are putting their heads into 
precisely this noose; the more marketing boards that are created, the less 
chance is there that the (probably sensible) thesis that Britain should have an 
uneconomically large agriculture will long endure. 

ADVANTAGES OF DEFICIENCY PAYMENTS 

The alternative to marketing boards 1s a deficiency payments scheme; and 
it is this that is to be put into effect for grains and (in a modified form) for 
meat. As was explained in THE BANKER last month, the essence of the scheme 
for grains is that each farmer should sell his grain on the open market in 
competition with imports and other British farmers, but that the total value 
and the volume of sales will be recorded. If at the end of the season the 
average price that emerges from assessment of these records falls short of a 
guaranteed standard price by, sav, a shilling a bushel, then the Government 
will pay over to each farmer a deficiency payment of one shilling for each 
bushel that he has sold. Under this scheme, therefore, farmers who have 
timed and graded their purchases in such a way that thev have secured a price 
higher than the average will, very rightlv, receive a premium on their incomes; 
this premium will be due to the fact that other farmers have sold at the wrong 
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time and place and thus secured a lower price than the average. In extending 
a similar scheme to meat, the Government has faced the problem that the 
farmers who secure an exceptionally low price for individual sales of meat may 
sometimes be those who have been most unfairly squeezed by the price rings 
with which local meat auctions are infected. The deficiency payments scheme 
for meat will therefore be supplemented by a promise to make an additional 
deficiency payment, if necessary, which will ensure that the return for each 
sale does not fall below a second guaranteed minimum (which will be lower 
than the standard price). This is obviously a stop-gap arrangement; but it 
deserves to be given a fair trial. 

Behind and beyond these short-term expedients, however, the need to 
move towards a more settled long-term policy for British agriculture remains. 
The analysis in this article should have made three things clear. The first is 
that during this interim period there should be no truck with proposais for 
strengthening the powers or widening the scope of marketing boards; there is 
a suggestion in the white paper that a marketing board might be set up for 
meat in the fullness of time—if it is any more than a voluntary board, in other 
words if it assumes any monopoly selling powers, both farmers and the Govern- 
ment will live to regret it. The second point is that the pricing systems during 
the period of control, from which the new pricing systems for the regime of 
freedom are now emerging, had as their main objective the guarantee of a price 
sufficient to keep marginal farms in production; and therefore had as a 
secondary consequence a glaring enrichment of those farming good land. 
Some people have seen in this a tempting case for a special tax on land values; 
but the problem could probably be more simply tackled by ordinary agricultural 
re-rating. If, while this re-rating is going on, existing subsidies can be directed 
away from indiscriminate price guarantees towards greater direct or indirect 
subsidization of marginal farms, then so much the better. The third point 
is that nobody can really tell whether Britain is wise to pursue its present policy 
of buttressing agriculture above the level that 1s economic in the short term. 
On this point judgment must be deferred; but 1f, during the waiting period, 
the marketing boards make flagrant misuse of their powers, then there will be 
much less prospect that any eventual move towards a lower level of agricultural 
protection can be made with the gradual gait that the social complexity of 
the problem deserves. It 1s much more likely to be effected suddenly and 
brutally, in conditions of consumers’ revolt. 
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American Trends and British Policy 


The threat of an American recession ts furnishing left-wing intellectuals 
with a new argument in their familiar case against the progressive freeing 
of Britain’s economy. For all who believe tn a liberal trading world there 
is an important moral to be drawn from this article—on both sides of the 
Atlantic. If the obstacles to such a world are allowed to persist beyond a 
given point, Dr. Balogh’s arguments for a planned, divided western world 
may present the tnexorable alternative, however grim.—Ev. 


By I. Balogh 


eé 


HE increasing threat of an economic “‘ readjustment in the United 

States once more urgently poses the problem of British foreign economic 

policy. Indeed, it has already considerably changed the attitude of the 
British Government. Hardly seven months after threatening E.P.U. with 
extinction, the Chancellor has firmly declared that experiments in libera lisation 
should be cautious and should certainly not produce a situation in which 
commercial (as distinct from financial) restrictions have to be reinforced. This 
welcome change in policy has not been followed up in the equally important 
field of controls over commodity markets. In the present paper we shall 
endeavour to show that Britain’s present policy in that sphere in particular 
will tend to undermine the coherence of the sterling area, and the efforts to 
re-establish our relative independence of the United States. It will also be 
shown that it would be in the interest of Britain, even at some immediate 
sacrifice, to extend a helping hand to primary producing areas, and aid the 
expansion of their production and the stabilization of their income, provided 
a firm undertaking can be obtained from them to continue their discriminatory 
controls over imports in favour of sterling supplies. This would help us to 
overcome the shock of effects any American depression—provided import and 
exchange controls are not further weakened. 

In default of such a flexible scheme, which protects us as well as our cus- 
tomers, Britain may be forced into devaluation in the most unpropitious cir- 
cumstances. We should then gain little by increased exports but lose unneces- 
sarily in cheapening our goods in hard currency markets. The real testing 
time for British economic statesmanship will come when an American “ re- 
adjustment "’ restores our initiative while imposing an added strain. 

In the heyday of Liberal Utopianism which, at the end of the war, so success- 
fully penetrated—via the Civil Service Advisers—both the Labour and Con- 
servative parties, from Sir Stafford Cripps to Mr. Richard Law, people actually 
persuaded themselves that a complete and unilateral abolition of the painfully- 
erected controls over imports and payments would be of benefit to this 
country. The results that such a policy would have had on the terms of trade, 
and thus on the real income of the country and its distribution, were totally 
disregarded.* The intervening years of disillusionment have not passed 
without some educational effect. In recent times, at any rate, the academic, 
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e.g. Professor Meade, ‘‘ Bretton Woods, Havana and the U.K. Balance ot 
Lioyds Bank Review, January, 1948, especially pp. 6-8. 
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as distinct from the publicist or political, advocates of the (slow) “‘ dash to 
freedom’ have been at some pains to emphasize that the United States 
would have to pay a heavy additional price if Britain were to fulfil the spirit 
(and in many instances even the letter) of compacts freely entered into in 
1945-46. 

In all these pleas for the restoration of the swiy of the “ free’”’ price 
mechanism the underlying thought was (as one of the chief protagonists of 
this view rather quaintly put it) “ the shamefully old-fashioned sentiment 
that freedom of commerce will enable each country to concentrate on the 
production of things which it is comparatively best fitted to produce ’’.+ 
The puzzling problems of how this “ fitness © was affected by technical progress, 
by the adventitious large savings in costs due to mass-production methods, 
by the effects of “‘ austerity ’’ on savings and investment—and, indeed, most, 
if not all, the interesting associated problems—were firmly if politely eliminated 
by those simplifving assumptions that are said to be necessitated by economic 
analysis. 

This did not prevent authors from pronouncing v gorously on concrete 
issues of actual day-to-day life. The incongruity of this method seems to 
have been recognized even in academic circles. The latest arguments in 
favour of convertibility seem couched in rather different, 1f surprising, terms. 
[It is claimed that convertibility would make foreigners more willing to hold 
sterling: it is no longer suggested that it would “in the short run ”’ (of ten 
vears or so!) “‘ maximize’ national income or progress. Indeed, the heavy 
immediate burden on the balance of payment is admitted.[ Why anyone 
should wish to induce foreigners to hold sterling is not altogether explained. 
Possibly the prospective increase in the profits of entrepdt trade and arbitrage 
—which hardly ever amounted to more than £25 millions a year, and could 
not possibly reach that figure now—represents the great attraction. The 
worsening of the terms of trade by as little as one per cent. would cost us more. 
And a potential worsening of far greater proportions must be considered likely 
as a result of the policy advocated. 

In the pre-1914 days the strength of sterling lay, not indeed in the foreigners’ 
willingness to hold it (which was resented and feared by so eminent a writer 
as Palgrave, as 1t was subject to changes not under our control), but in the 
fact that the foreigner borrowed in London at short term in order (virtually) 
to carry a large gold reserve, which was nevertheless at the disposal of Britain 
because of her vast short-term claims. The accumulation of hot money in 
London is a costly business. It usually earns interest, and the gold reserves 
that must be kept against it do not yield income. If foreign funds are used 
as the basis of short-term loans, a considerable transfer risk 1s accepted—as 
was shown by the events of 1931. 

On the practical political plane, any idea of a dash to complete freedom was 
soon abandoned. The utter lack of response to the overtures to the United 
States, initiated after the Commonwealth Conference, for the provision of 
sreatly increased international reserves and a lowering of American trade 
barriers has certainly discouraged even the more persistent advocates of 


* eg Protessor Mead Bretton Woods. CATT. and the Pelence ail Payments ”, Th, 
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convertibility. In the meantime the analysis that I put forward in THE 
BANKER last year* has been largely borne out. Despite a continued improve- 
ment of the terms of trade (which are now back to pre-devaluation levels) the 
balance of payments has steadily worsened—mainly as a result of increased 
imports. The close connection between the recession of 1952 and the improve- 
ment in our international payments was amply demonstrated. Once more 
the need for utmost caution in consenting to an abandonment of the machinery 
protecting the British economic system from shocks from abroad was 
emphasized. 

Even if the “dash to freedom ”’ was avoided by the skin of our teeth, 
important breaches in the protective system have been made. As the J7vestors’ 
Chromcle put it very succinctly :+ 


But, in the wrong conditions—and this cannot be emphasized too strongly 
—in the wrong conditions the changes would make our economy much more 
vulnerable than it was when Labour was last in office. ree commodity 
markets and reliance on private traders increases very considerably the danger 
of speculative movements. And it’s all Lombard Street to a china orange 
that the re-election of a Labour Government committed to the policies laid 
down in Challenge to Britain would not be well received abroad. Of course, 
we may be sure that the new Government would do all it could to reverse 
the recent trend towards freedom; Socialists are agin freedom as surely as 
Calvin Coolidge’s preacher was agin sin. But in 1945-51 the Socialists in- 
herited all the war-time paraphernalia of controls. They didn't have to erect 
them. This time they would have to erect them, and a long and difficult 
process 1t would be. In the meantime, we might well see one of those sharp 
and big changes in sentiment which, as recent history has proved, can hav: 
so powerful an influence on our balance of payments and gold and dollar 
reserves. . . . Because so many commodities have been freed, sterling has 
already achieved a greater degree of convertibility than the Socialists recognize. 
We must hope the Conservative Government will push on with its conver- 
tibility programme still more energetically. That would be the greatest 
safeguard we could have against the wilder men at Margate this week having 
their own way. 


There is no need for us to enquire whether Cazdidus’s sociological analysis 1s 
correct. What is important for our purpose is to note that the abandonment 
of Government bulk purchase and control over commodity dealing and imports 
reduces the capacity of any Chancellor—Conservative or Labour—-to deal 
with any adverse shock that might come from abroad. 

A recession in the United States would have complex effects on Britain. 
Sterling area exports to the United States—Britain’s own exports as well as 
those of the overseas territories—would come under pressure. If past experi- 
ence is any guide (and it need not necessarily be a good guide) even a small 
recession or the fear of one affects sterling exports very violently. Thus we 
would have to take measures to pare down our imports from the United States, 
if we were to escape a balance of payments crisis. 

At the same time an American recession would exert an important influence 
upon our trade relations with third markets—whether sterling or non-sterling. 
In the first place it would be likely to improve Britain’s terms of trade still 











* “Save Mr. Butler from His Friends’’, in THE BANKER for December, 1952. 


t ‘‘ Musings on Margate’’, by Candidus, October 3, 1953. 
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further: the prices of primary products that Britain imports are usually more 
vulnerable to a decrease in demand than those of the manufactures that it 
exports. To this extent Britain’s balance of payments problem would be 
eased: we should have to give up less of our products to obtain the same 
imports as before. 

On the other hand, Britain's exports would also come under pressure, for two 
reasons. In the first place, the recession would “ free ’’ productive capacity in 
the United States and thus stimulate American firms to outbid us in price, in 
credit terms and in delivery dates. Secondly, the purchasing power of our 
customers would have also fallen as a result of the fall in the price of products 
they sell. 

There is a point, therefore, beyond which Britain cannot hope to benefit 
from a cheapening of its imports. And (as Britain exports goods that are less 
essential to bare life than those it has to import) a really severe depression 
might have catastrophic effects upon the British economy through the bank- 
ruptcy of its customers. In addition, the political consequences of any violent 
crisis would be incalculable. The most favourable position from a British 
point of view is not coincident with the most favourable terms of trade. There 
seems to be no doubt that Britain’s position has lately deteriorated as a result 
of, rather than despite, the further improvement in export prices relative to 
import prices. 

Now there is little chance of an old-fashioned crisis of the 1929 kind to 
wreak havoc in the United States. The attempt of the Republicans to go back 
to Coolidge and “sound ” money has failed before it started. At the first 
whiff of deflation Mr. Randolph Burgess and Mr. Humphrey, the big battalions 
of the dear money and “ putting value into the dollar’’ school, broke and fled, 
leaving the rearguard action to the hastily organized open market operations 
of the Federal Reserve. American interest rates are moving downward, and 
the impeccably conservative U.S. News and World Report, which certainly 
cannot be accused of Socialist tendencies, has recently listed* eleven “ Props 
under Business ’’, including the increase in state and local expenditures as 
Federal outlays decline, the funds to be released by scheduled tax cuts, cheaper 
money, agricultural price supports, unemployment insurance and guarantees 
of bank deposits. Nearly all the listed points involve collective action and 
most of them imply a Keynesian anticyclical policy. Opinion has travelled 
far from the days of the vicious attacks on President Truman's advisers for 
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commending identical (or milder) policies. Mr. Colin Clark’s pseudo-mathe- 
matical equations, unchanged since 1929, need a little re-furbishing. 
Nevertheless, it would be imprudent to assume that the pressure on the 
sterling area will not increase. There is first of all the problem of agricultural 
surpluses. The increase in world farm production since before pre-war days 
has been even less uniform than that of industrial output. The increase (if 
population growth is taken into account) is almost exclusively concentrated 
on North America, as the accompanying table shows. Hence a decrease of 
non-dollar supplies would have very serious consequences in the longer run. 
Yet such a decrease can hardly be avoided if the American surplus is left to 
wreak havoc in the prices of primary products. The reserve of productive 
power that is available to meet a fall in price by cutting production costs 
through further mechanization has proved to be greater in the United States 
than elsewhere. Even a price-stabilization agreement cannot, on a multilateral 
basis, protect essential non-dollar supplies. This is the main weakness of such 
attempts at price stabilization as the international wheat agreement: they 
do not take into account the cost in the longer run of procuring the increase 
that will be required in other exports to the United States—and to a reluctant 
WORLD FARM AND FOOD PRODUCTION IN 1951-52 * 


(1934-35 100) 

Total karm ood Per Capita 

Production Production Population Food Output 
North America + - és 141 l44 121 119 
Latin America.. - - 2 115 116 1 36 85 
Europe (ex. U.S.S.R.) bss 4 [Ol LOO 111 go 
Near East od - = 7 124 123 121 1O2 
Far East vv - és - LO] Lor 113 S6 
Africa .. _ is és _ 22 11S 120 Qs 
Oceania - 5 wi va 111 blo [24 ate) 
World (ex. U.S.S.R.).. ‘se 111 rfl 113 Qs 

* Based on data in “ The State of Food and Agriculture; Review and Outlook, 1952”, 
prepared by the Food and Agriculture Organization of the United Nations, October, 1952. 


market there—if non-dollar supplies of farm products are left to decline. If 
the United States (as is only too likely) takes protective action against an 
increase in imports, or proceeds to dump agricultural surpluses (instead of 
utilizing them for a planned investment programme in poor and undeveloped 
areas), the situation might become critical even if conditions in the United 
States remain tolerable. 

The method of “ liberation ’’ pursued hitherto of freeing commodity markets 
is thus likely to cause far wider havoc than is already indicated by the disquiet 
of the British farmers. It is not altogether lacking in irony that a Conservative 
Government pledged to uphold the great landed interests and the Imperial 
connection should on account of an essentially liberal ideology undermine 
both.t Free markets for agricultural product, even if coupled with 
deficiency payments, have aroused anger and despondency among British 
producers. It is not difficult to foresee what will happen when bulk purchase 
and favourable treatment can no longer be vouchsafed to Commonwealth 
producers. No one has proposed deficiency payments to them—though they 

















* October 16, 1953, Pp. 22. 
tA not dissimilar parallel can be found in the refusal of the Labour Government to implement 
the most primitive requirements of planning: the establishment of adequate statistical apparatus. 
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are poorer than our farmers and as necessary to our economic independence. 
A sauve qui peut towards the cheapest market may well break the sterling area 
and result in competitive devaluations. If Lord Cherwell saved the Govern- 
ment and the country from a general breakdown last year in opposing con- 
vertibility, he was not strong enough or perceptive enough to prevent a piece- 
meal breach in the economy's defence walls. 

Britain's economic strategy in these circumstances is extremely hampered. 
Yet in the longer run we must try to work out a common policy with the com- 
plementary primary producing areas of the Commonwealth (and _ possibly 
South America). Otherwise the attractiveness of other markets—not excluding 
America of 1975 of the Paley Report—will endanger our supplies and jeopardize 
our standard of lhving. Productivity has been increasing faster in America 
than in this country. And the United States is helped in its quest for markets 
as much by short delivery dates due to the rapidity of the expansion of its 
productive capacity as by its immense lending power. German and Japanese 
competition are potentially equally menacing. 

The basic long-run problem of Britain remains the need for increasing 
productive capacity and also efficiency. The latter could be achieved either 
by expanding home investment or by measures that cheapen imports relatively 
to exports. This is the purport of proposals to increase investment in primary 
production abroad, especially in the sterling area. Such an expansion, how- 
ever, will inevitably limit home investment. As this is already inferior to 
that of the United States and thus insufficient to safeguard Britain's com- 
petitive position, important and anxious problems are raised that have as yet 
not received any attention. 

A co-operative increase in primary production might provide a broad 
attack on the problem, embracing the sterling area and even wider territories, 
and therefore might achieve a far greater increase in output than investment 
at home could do, and thus would speed the restoration of Britain’s inter- 
national solvency. But Britain could safely indulge in such a co-operative 
experiment only if it could know that the areas it supported with its capital 
resources would not quit the sterling system—as South Africa, for example, 
seems to be in process of doing—as soon as British investment in their territory 
enables them to earn dollars themselves. Even if British investment in the 
sterling area and related territories were much more profuse in earning or 
saving dollars than investment at home, we could hardly afford to indulge in 
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it if we were not tolerably certain that the beneficiary would share the benefit 
with us. Otherwise we should have to give preference to home investment. 
Unfortunately, in the discussions on the various schemes of Commonwealth 
Development (especially those in the Dominions) this vital problem has been 
totally ignored. It was presumably thought that the price mechanism would, 
without further conscious action, furnish the correct answer. Unfortunately 
nothing is further from being the case. 

On the other hand, there is no possibility of persuading our trading partners 
to stick by us, even at times when they might be able to obtain better terms 
in the United States, if we are not prepared to grant them equal facilities at 
times when they are pressed, 1.e. in times of flagging American demand. This 
vital function of bulk-purchase has never been realized by the responsible 
authorities. Indeed, the charge may not be unjustified that we have used 
bulk-purchasing solely to keep prices from rising and have abandoned it when 
at last it might have served the purpose of stabilizing the income of our partners 
and buttressing their efforts (hitherto rather unsuccessful) to increase their 
output of primary products. It is one of the more disappointing consequences 
of the failure of co-ordination in Commonwealth economic policy that most 
investment capital flowed to the establishment of (rather indifferent) secondary 
industries in its richest parts, while the poorer areas and primary production 
were starved (if not actually mulcted) of capital. It is not surprising that the 
overseas sterling area can hardly contribute more to Britain’s independence 
of American supplies than it did before the war. If an American recession is 
permitted to exert its full influence, even the slight advance since the war 
may be jeopardized. 

[f a return to convertibility and the abandonment of discriminating direct 
controls would be a fatal blow to the prosperity and stability of the whole 
sterling area, the steps of “ liberation ” already taken in regard to most stap‘e 
commodities seem sufficient to undermine its cohesion. I[f—as is likely— 
political considerations forbid a reversal of recent British policy, we should at 
least try to evolve on a co-operative basis measures such as sterling area 
buffer pools to stabilize primary commodity prices, or at least to mitigate the 
effects of a fall in them on the overseas members. No worthier subject offers 
itself for the forthcoming conclave of the Commonwealth Finance Ministers. 
We should, even at some sacrifice in helping them now, try to obtain firm 
consent to continued collaboration later. We should equally put forward a 
much bolder programme of Commonwealth development, based on reciprocal 
buying arrangements, explaining firmly that our contribution would necessarily 
depend on an undertaking by the beneficiaries to maintain for a considerable 
period discriminating controls over imports in favour of sterling area supplies 
(as an alternative to our exclusive concentration on home investment). If 
such a programme is not adopted we shall, as in 1949, be forced into 
devaluation in rather unpropitious circumstances for such a move. The volume 
of our exports is unlikely to benefit during a depression while our terms of 
trade might easily suffer. 

Our bargaining position—and our capacity to extend a helping hand— 
has not been better since before the war. It would be a thousand pities if 
this favourable—but possible fleeting—opportunity were flouted for reasons 
of dogmatic rigidity. The quality of British statesmanship will be severely 
tested in the next few months. 
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Do American Tariffs Matter ? 


HE Randall Commission is due to report to President Eisenhower on 

America’s foreign economic policy before the end of next March. Few 

people now expect it to recommend any very liberal financial cushion for 
sterling convertibility; or any wholesale and sudden removal of America’s 
high tariffs, complex customs regulations, and blatantly discriminatory pro- 
tection for domestic shipping and for domestic applicants for Government 
contracts. But there are some grounds for hoping that it may recommend 
something a little more liberal than the status guo in American importing 
policy; and that this may represent the beginning of a slow—perhaps very 
slow—march towards a dampened down version of the liberal policy that major 
creditor nations always ought to pursue, and that Britain in fact did pursue 
during its period of trading pre-eminence in the nineteenth century. This 
assumption—or hope—prompts an important question for British exporters: 
if the period of slow American advance should now begin, will it really matter ? 





THE PESSIMISTS’ CASE—EXPERIENCE SINCE 1938 


The question can most aptly be discussed in the form of a debate, presenting 
the pessimists’ case first. The pessimists’ case rests squarely on the experience 
of the recent past. It is often overlooked that the American tariff has been 
substantially reduced by the Reciprocal Trade Agreements negotiated before 
the war and by action under the General Agreement on Tariffs and Trade in 
the past six years (mainly in 1947 and 1948); and that its incidence has been 
further reduced by the general rise in price levels (as a considerable—though 
diminishing—number of American duties are levied as a flat rate on a unit of 
quantity rather than as a percentage of value). The net effect has been that 
the average level of the American tariff has been cut by more than half in 
the past fifteen years; in fact, the average rate of duty on American dutiable 
imports as a whole is now just over 12 per cent., which is less than a quarter 
of the 52 per cent. average attained under the Hartley-Smoot tariff of 1930. 

How have British exporters to the United States fared during this period 
of expansive liberalization ? In 1936-38 total British exports to the United 
States were roughly $130 millions; in 1952 they were $409 millions, and the 
annual rate reached in the first ten months of 1953 has been over $450 millions. 
At first sight this rise of nearly 250 per cent. above the pre-war level may 
seem to be no mean achievement, although allowance must be made for an 
approximate doubling in the average prices of British exports to America in 
this period. But any feelings of self-satisfaction end after anything more 
than a cursory glance. Despite all the concentration on the diversion of exports 
to dollar markets since the end of the war, the expansion of British exports 
to the United States lagged behind the increase in exports to other countries 
right until 1952. Moreover, the expansion of those exports has also fallen 
behind the increase in American consumption that has taken place since the 
1930s. American consumer spending rose from $64.5 billions in 1938 to $216.3 
billions in 1952; imports from Britain accounted for a mere one five-hundredth 
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of American consumption before the war, and have actually failed to hold 
this meagre share of the American market as it has expanded.* This does 
not suggest that the halving of the American tariff in this period has had 
any very beneficial effect. 


THE OPTIMISTS’ CASE—CONTRAST WITH CANADA 

Such is the pessimists’ case. It 1s a striking but not unanswerable one. 
Glib percentage figures of falls in the American tariff in the last fifteen years 
probably have very little meaning. Tariffs have come down in the United 
States, but they are still high, and the effective incidence—the deterrent effect 
—of a tariff often lies in the “ bottom 20 per cent.’’, and more than a third of 
British exports to the United States are subject to tariff rates above 20 per cent. 
Moreover, American customs regulations remain almost as complex as ever; 
and it is these regulations—together with the knowledge that any foreign 
exporter who successfully establishes himself in the American market is likely 
to have tariffs raised against him under “ peril point ”’ legislation—that 
have been the real trouble. If ever the belief really caught hold that America 
was set on an advance to a policy of freer trade—and was unlikely to scuttle 
back to particular protections whenever freer trade began to be of any real 
use—then, say the optimists, British and other foreign exporters would make 
great strides in this massive market. The optimists have one flag to fly in 
support of their contentions: it is the flag of a statistical contrast with Canada. 

Britain’s exports to Canada have been slightly lower than its exports to the 
United States in most years since the war, but in some periods—1948, 1949 
and in the first ten months of this year—they have actually been slightly 
higher. This pattern is broadly similar to that prevailing before the war. Yet 
Canada has only 14 million people against America’s 153 millions; total con- 
sumers’ expenditure in Canada was U.S.$14.7 billions in 1952 against $216 
billions in America. The average Canadian therefore bought $26.4 worth of 
British goods in 1952, ten times as much as the $2.67 worth bought by the 
average American. And British sales to Canada reached 2} per cent. of total 
Canadian consumer spending in 1952—compared with the share of a bare 
five-hundredth of United States consumption. If the $216 billion American 
market became as wide open as the $14? billion Canadian one, and if Britain 
captured a commensurate proportion of it, then Britain would earn an 
additional $4,000 millions a year! In that case the dollar problem would 
indeed be solved; in fact the United States would soon have a sterling crisis 
instead. 

All this, of course, is not really a fair analogy. In the first place, Canada 1s 
something more than a liberal importing country from Britain's point of view; 
thanks to imperial preference it actually imposes a lower tariff on British 
goods than on American goods. Secondly, the United States includes a large 
number of widely separated concentrations of population and associated 
agricultural communities, each of which tends to focus upon a single industrial 





* The equation of U.S. personal outlay with the total U.S. market does, of course, overstate 
the size of that market of interest to foreign exporters to the extent that expenditure on services 
and durable goods such as houses is included in consumer spending; but this is very roughly 
offset by the omission of all Government expenditure and private investment outlays from the 
total—although these clearly expand the potential market for imports. 
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area that supplies a large part of its needs; it is not only the United States as 
a whole that is remarkably self-sufficient, but the individual areas as well. 
Canada also presents a pattern of scattered communities but the towns upon 
which they focus show no such diversity of industry. History, emotion and the 
preferential tariff all allow British factories to fill the gap left by this lack of local 
industrial power. But these explanations should not be pushed to the point 
of denying that some British products that now enjoy a good market in Canada, 
but a poor one in the United States, should enjoy some scope for expansion if 
America’s liberal revolution should be about to begin. 

Some idea of the products that might be affected by this can be gauged 
from Table I, which shows the eleven most important British exports to both 
Canada and the United States in 1952 in order of precedence. It is at once 
obvious that exports of British capital goods are of much greater importance 
in the Canadian than in the United States market. Canadian purchases of 








TABLE I 
CANADIAN AND U.S. IMPORTS FROM BRITAIN, 1952 
Imports into Canada Imports into United States 
Per Per 
Total head Total head 
$m. $ $m. $ 

Machinery (4) .. - ~~ 22 3.5 Whisky (2) e <. -83 O. 37 
Iron and steel manufactures (7) 34.1 Sie Cars & commercial vehicles (77) 37.8 O.27 

Woollens (2) “a “s 3 Sha 2.0 Non-ferrous metals & manu- 
Cars and commercial vehicles (77) 22.8 1.6 factures (5) .. 35-4 0.25 
Non-ferrous metals & manu- Woollens (3) 33.0 O.24 
factures (70) .. - +c. 2? 4 Chemicals (2) 27.9 0.20 
Pottery and glass (6) . os Bee I.4 Machinery (7) 26.0 0.19 
Chemicals (5) .. win a 0.8 Raw wool (4) 19.4 0.14 
Wool tops (9) .. wn ~~ Ss 0.8 Linen piece goods (6) 13.3 0.09 
Clothing (8) , es +9 0.5 Pottery (9) 11.4 0.08 
Coal (3) ia — ya 5.1 0.3 Clothing (8) Il.4 0.08 
Cotton goods (7) 4.8 0.3 Cotton goods (7z0) 20 0.05 
Total imports from Britain .. 364 26.40 Total imports from Britain.. 409 2.67 


Note.—Italicized figures in parentheses show order of importance of British exports to these 
countries in 1938. 
British machinery, expressed on a per caput basis, are eighteen and a half times 
as large as American purchases; and iron and steel manufactures, which are 
the second most important British export to Canada, do not appear among 
the first eleven British exports to the United States at all. Among consumer 
goods the contrast is not so striking; but the average Canadian still buys 
eight and a half times as many British woollens and six times as many Cars, 
cotton goods and other clothing as does the average American. The only British 
product exported in bulk to the United States but not to Canada is whisky; 
and this is largely due to the deterrent effects of the Canadian liquor laws. 
The contrast in achievement in machinery exports to these two markets is 
particularly striking. The American tariff on machinery ranges around 15-20 
per cent.—certainly not exorbitantly high, but still a substantial margin over 
the duty-free entry generally allowed by the Canadians for imports of most 
British machinery. Another clue to the problem, however, is provided by 
Table II, which shows a breakdown of machinery exports by types. It will be 
seen that the most important class of machinery exported to Canada is elec- 
trical machinery; but there is a virtual dearth of exports of this to the United 
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States. American customs duty on electrical machinery is not specially high; 
it will be remembered that British firms bidding through the tariff have been 
able to undercut local American traders for electrical generators for public 
works projects on more than one occasion, only to run foul of the Buy American 
Acts for Government contracts. This tends to confirm that it is artificial 


TABLE II 
BRITISH EXPORTS OF MACHINERY IN 1951 


millions of U.S. $ 


To Canada To U.S.A. 
Electrical machinery 7.5 Textile machinery , 4.2 
Machine tools “ 5-3 Machine tools... “ es - 3.1 
Textile machinery es - - 3.6 Office machines 2.0 
Prime movers, etc. 3-4 Tobacco and cigarette making machines 1 4 
Excavating and earth moving equipme nt 2.0 Electrical machinery .. ‘is a 0.8 


Total .. it = va Bea 20.2 


annoyances such as this Act as much as tariff levels themselves that constitute 
the real brake on exports to America. 

Some British industries that have been given elbow room in these North 
American markets have made remarkable progress since the war. The italicized 
figures in parentheses in Table I show the order of precedence of exports to 
each of these markets in 1938. One of the most striking features of the dollar 
export trade since the war has been the great expansion in exports of cars and 
commercial vehicles. In 1938, only 99 cars were exported to the United States: 
in 1952, cars and commercial vehicles to the United States were running at 
over {1 million a month, and this year the monthly rate has been nearer {1} 
millions. Motor exports to this market are now exceeded in value only by that 
staple dollar-earner—Scotch whisky. In Canada, too, vehicles now rank high 
in the list of imports from Britain. The other important group to achieve a 
more than proportionate increase in dollar exports recently has been the 
category labelled ‘‘ non-ferrous metals and manufactures ’’. Exports of these 
to the United States rose particularly fast in 1952; but they have fluctuated 
widely in the post-war period as a whole. 

In summary, therefore, the marked reduction in the American tariff since 
the 1930s has not led to any great expansion of British exports to this market 
save in a few individual lines. But the fact that the average Canadian buys ten 
times as much from Britain as the average American suggests that there must 
be some scope for further inroads by British export enterprise into the United 
States if liberalization of trade does get under way; this may be especially true 
of machinery and other capital goods, and of some quality consumer goods 
such as pottery and woollens. The detailed figures tend, however, to support 
the view that it is not tariff rates that matter so much as the imparting of 
confidence to manufacturers that they will not be unfairly handicapped by 
customs procedure, by new “ peril point’ tariffs if they succeed in their enter- 
prises, and by such uneconomic annoyances as the Buy American Act. It Is 
by the contribution that it makes to the scrapping of these encumbrances, 
rather than by its recommendations on tariff rates themselves, that any recipe 
from the Randall Commission for “ trade not aid ’’ should be judged. 
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Trade behind the Curtain 
By Stephan Schattmann 


EW economic problems to-day are encompassed by such a haze of confusion 

and wishful thinking as that surrounding the subject of East-West trade. 

The belief that Western Europe’s payments problems could be radically 
eased through a restoration of the “ traditional ’’ exchange of industrial goods 
for food and raw materials with Eastern Europe is very widespread in the 
West—and is certainly not confined to communists and fellow-travellers. 
Moreover, it is often supposed that the only important obstacles to a “‘ natural ”’ 
flow of East-West trade are the strategic controls imposed by western govern- 
ments on their exports to the Soviet Union and the satellites. Yet little of the 
wishful thinking on this subject takes cognizance of the plethora of serious 
statistical studies that have been made in this field. 

Two dominant facts emerge from the most casual glance at any of these 
studies: first, that whilst Eastern Europe, the Soviet Union and China may 
constitute a significant market for a number of individual western industries 
and an important marginal addition to the export trade as a whole in most 
western countries, they have never been for Western Europe, and especially 
not for Britain, either a market or a source of supply that is remotely com- 
parable to their great size and the vast extent of their populations; and, 
secondly, that while East-West trade in Europe has admittedly fallen off 
rather sharply in the past two years, the basic cause has been not western 
export restrictions but the lack of competitive Eastern European exports. 
The success of the mission of British business men that is expected to go to 
Moscow this month will depend far less on any relaxation of western strategic 
embargoes on exports to the East than on the ability of the Communist countries 
—and especially the European satellites—to find the necessary sterling for 
increased imports from Britain. 

Those in the West who hope for a major expansion in East-West trade 
have to reckon not only with these facts of commercial history and present- 
day competitive power, but also with the baffling ambiguities in the attitude 
of the Soviet bloc itself. They themselves are prone to assume that the Com- 
munist countries are eager for a revival of trade between the two great ideo- 
logical blocs. Yet in March of this year, at the very time when there was so 
much talk of the possibility that the slack engineering indust ies of Western 
Europe might find useful outlets east of the Iron Curtain, an authoritative 
ideological journal of the Soviet Communist Party, the Kommunist, was affirming 
that ‘the countries of the socialist camp are no longer dependent on the 
importing of machines and equipment from the capitalist countries ’’. Those 
who maintain that the Soviet bloc is willing to trade with the West can, it is 
true, equally quote Soviet statements in support of their belief. In his speech 
to the Supreme Soviet on August 8, Mr. Malenkov himself declared that “ we 
intend with still greater persistence to follow the line of developing commercial 
exchanges between the Soviet and foreign states ’’. But it must be borne in 
mind that such speeches are essentially for foreign consumption. Admittedly, 
one of the immediate aims of the Soviet Government, and to a less extent of 
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some of the satellite governments, too, is now to improve the lot of the con- 
sumer, and that may not be possible without the aid of some imports of con- 
sumer goods from the West. But any such turning towards Western goods 
reflects at most a change 1n tactics; the long-term strategy remains unaltered. 
It is summarized by the statement quoted from AKommunist—all the more 
pertinent for the element of wishful thinking that it undoubtedly contains. 

On the longer view, the prospects for East-West trade can Le seen in per- 
spective only against the background of the Soviet conception of the réle of 
foreign trade in the communist economy. This article attempts to sketch the 
Soviet theory of foreign trade, its application in the development of the Soviet 
trading area in Eastern Europe, and the implications for East-West trade. 
Trade with China will be mentioned only in relation to trade between China 
and the Soviet satellites in Europe, since the question of direct trade between 
Western Europe and the Far East raises a number of quite separate economic 
and political issues. 

In communist doctrine, the central conception of the role of foreign trade 
is that it should be used simply as a temporary expedient for patching up the 
deficiencies in a planned structure of self-sufficiency. It therefore becomes 
essential for the state to secure the control of foreign trade. As long ago 
as 1925, Stalin was describing the foreign trade monopoly as a “ shield and 
bulwark of our young socialist industry ’’. With the expansion of the Soviet 
Empire into Eastern Europe after the war and the steadily increasing inte- 
gration of the satellites into the Soviet economy, some modification of this 
doctrine became necessary. ‘‘ The functions of the foreign trade monopoly ”’, 
wrote Vice-Premier Mikoyan, then Minister of Foreign Trade, in Pravda on 
December 21, 1949, ‘“‘ have undergone a change in relations with the People’s 
Democracies. In this case the monopoly does not perform the functions of 
protecting the Soviet economy, but is a means of planned linking together of 
the economy of the Soviet Union with that of the countries of the People’s 
Democracies ’’. Under this—the present—principle, the aim 1s integration of 
the countries of the Soviet orbit into a system economically independent of the 
western world; achievement of economic independence is considered essential, 
on the ground that it is needed to ensure that communist states are Immune 
from transformation into “‘ appendages of capitalism ’’. With this object in 
mind, any trade with the outside world is intended to be purely marginal. 
Stalin, at least, was confident enough of his Marxist-Leninnist theory to be 
convinced that the market-hungry industries of the West would always come 
cap in hand to supply any goods the Soviet orbit did, in fact, require from it. 


MutTuaL ASSISTANCE—SOVIET STYLE 

To what extent has this principle been translated into practice in recent 
years ? The development of Stalin’s “ parallel world market” or “ socialist 
world market ”’, as it is also called, is in the main the story of the work of the 
Council for Mutual Economic Assistance (““COMECON ”’). Following hard 
on the establishment of the O.E.E.C. in 1948, the COMECON was set up by 
the Soviet Union, Bulgaria, Czechoslovakia, Hungary, Poland and Rumania in 
January, 1949. Albania joined almost immediately afterwards, and Eastern 
Germany officially became a member in September, 1950. The main reason 
for setting up the council was, according to the official communique, the 
‘realization of wider economic co-operation’. Ostensibly, too, the council 
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was to provide a defence against the O.E.E.C. countries’ ‘‘ boycott ’’ of trade 
relations with the Soviet bloc, and was to “ neutralize all machinations of 
capitalist countries to obstruct consolidation of the People’s Democracies ”’. 
The council was to have a joint assembly meeting in rotation in each of the 
member countries; this assembly appears to have met only once—in August, 
1949, In Bulgaria. Since then all the work has been carried out by the 
executive committee, the existence of which was not even disclosed in the 
original announcement. Its offices are reported to be in Moscow, and it is 
generally assumed that it is under the direction of Vice-Premier Mikoyan, 
who controls both the internal and external trade of the Soviet Union. 
Until the council was set up in early 1949, economic relations between the 
Soviet Union and the satellites were, generally speaking, of a strictly bilateral 
character. The COMECON provided the organization for the co-ordination of 





TABLE [| 


IMPORTS FROM AND EXPORTS TO THE U5S.S.R. 





Imports Exports 
Bulgaria Cotton Lead 
Machinery Tobacco 
Oil Zinc 
Czechoslovakia Bread grains Pipes 
Cotton Rails 
Iron ore Cables 
Non-ferrous metals Locomotives 
Machinery Textiles 
Shoes 
Hungary Cotton Locomotives 
Iron ore Diesel coaches 
Coke Rolling stock 
Metals Barges 
Agricultural machinery Textiles 
Building machinery 
Poland .. Cotton Coal 
[ron ore Rolling stock 
Machines Textiles 
Oil Sugar 
Rumania Cotton Oil 
Metals Timber 
Machinery 


economic relations within the Soviet bloc and the development of a multilateral 
trading area. Unfortunately, almost all its activities up to about the spring 
of 1952 proceeded under conditions of complete secrecy. During 1952, however, 
the economic expert of the central committee of the Hungarian Workers 
(Communist) Party published two articles that did reveal some information. 
According to these articles, the true functions of COMECON appear to be 
threefold—to act as a channel through which the satellites can assist the 
reconstruction and expansion of the economic potential of the Soviet Union; 
to promote the industrialization of Eastern Europe generally; and to assist in 
the re-direction of the foreign trade of the satellites towards the Soviet Union. 

It is in this third function, as an instrument of economic integration of the 
communist countries, that the COMECON does its most important work. 
One of the Hungarian articles contained factual information about commodities 
exchanged between the Soviet Union and each of the satellite countries; the de- 
tails are tabulated in Table I. It will be noted that no reference is made to food, 
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apart from sugar. Presumably this is a deliberate omission, for it 1s well known 
that sizable quantities of food do reach the Soviet Union from the satellites— 
though the recent disturbances in Eastern Europe are believed to have slowed 
down this net movement to a certain extent. Despite its lack of quantitative 
data, the table does suggest how the satellites (and especially Czechoslovakia, 
Hungary and Poland) contribute notably to the strengthening of the Soviet 
Union’s industrial potential and its supply of consumer goods. Many of the 
raw materials are sent to the satellites for processing and subsequent re-export 
to the Soviet Union; this applies especially to iron ore and cotton. 

Table If shows the growing concentration of the trade of the satellite 
countries upon the so-called “ socialist world market ’’. It demonstrates, 
indeed, that the COMECON has very largely succeeded in achieving its 
primary aim. In 1937, only one of the seven present satellites conducted more 
than 13 per cent. of its trade with what is now the Soviet orbit; by 1952, only 
one did more than 30 per cent. of its trade with the non-communist world. 
Even Poland, which as late as 1951 did some 42 per cent. of its trade with the 
West, is being drawn more exclusively into the “ socialist world market ” 
In 1951, its exports of coal to the West earned something like $150 millions 
for the foreign exchange pool of the COMECON. In 1952, however, the bar- 
gaining position of Poland’s West European customers improved, and they 
were able to reject the over-priced Polish coal, and to turn instead to British 
and other supplies from the West. 

The co-ordination of production and investment in the satellite countries, 
with the object of promoting integration of the several economies, 1s achieved 
mainly by means of long-term trade agreements, backed by ancillary arrange- 
ments for the transfer of technicians. At first, these economic agreements 
used to run for one year, but in 1952 they were replaced by new agreements 
extending to 1955, the year when present economic plans expire. These 
agreements are of a much more comprehensive nature than the trade agree- 
ments concluded between western countries; instead of affecting the economy 
only marginally, they tend to be an overriding factor in it. They normally 
provide not only for the external sales of each country’s products but also 
for the supply of the necessary raw materials and machinery used in the | 
industries concerned. Moreover, under these long-term agreements the pro- ( 
duction plans of the different countries are specifically dovetailed, and the 
extent of specialization is laid down. 





INTEGRATION AT WORK 


Some important projects have stemmed from these agreements. Under 
the agreement of June, 1952, between Hungary and Rumania, a joint 
Hungarian-Rumanian company was set up to exploit Rumanian natural gas 
resources. A gas pipe-line to supply a chemical plant to be built in Hungary 
was to be constructed by “common effort ’’ and certain areas of Rumania 
were also to be supplied. The high tension grids of the two countries were to 
be connected, and as a result of the link-up Hungary was to receive the addi- 
tional electricity supplies needed for the manufacture of aluminium from its 
large bauxite deposits, which account for about 60 per cent. of the output of 
the whole of Europe. Hungary, for its part, was to assist in the manufacture 
of nitrates in Rumania by sending machines and equipment. This is a good 
example of the far-ranging effects of agreements of this sort in the “ [ron 
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Curtain ' economies, Czechoslovakia will also benefit from the Hungarian- 
Kumanian integration, as bauxite mining and aluminium production is carried 
out jointly with Hungary. And the Soviet Union gains directly from the 
agreement because of its control of the Hungarian aluminium industry through 
a Soviet-Hungarian company. 

There have been a number of other outstanding examples of joint invest- 
ment and development projects in the satellite countries. A joint Rumanian- 


TABLE I] 
EASTERN EUROPEAN COUNTRIES’ TRADE WITHIN SOVIET BLOC * 


’ - 7 ’ -] 7 a” lp 
[in percentages of each country’s total external trad 


LQ37 Lg4o LQ4y LYy50 IQ5I 1952 
Albania .. oa a a 5 38 Loo LOO 100 IoC 
Bulgaria 12 74 82 33 g2 89 
Hungary 13 34 40 Oo! 07 71 
> * , > ~~ - ~ 
Poland... 34 13 59 58 67 
Kumania ee "3 ‘a 1s 71 S2 33 ry 85 
Czechoslovakia .. , i 1 30 15 52 60 71 
fastern Germany 12 7 5! 63 S So 

*1e., trade with other Kast European countries, with Soviet Union and with China. 


Kast German company for the manufacture of chemicals has been formed; 
astern Germany is supplying part of the machinery and equipment as well 
as technical experts. [astern Germany has figured prominently in many of 
the joint projects—indeed, the Soviet Union appears to be designating Eastern 
Germany as its successor as the industrial supplier of Eastern Europe. That 
is not to say, of course, that it is the only important industrial producer; under 
the integration plan, each country has specialized in the production of at 
least one important item of manufacture. Hungary, for example, specializes 
in the manufacture of road vehicles, and Poland in rolling stock. Eastern 
Germany is the leading supplier of heavy electrical machinery, but Hungary 
now produces a large part of the Soviet bloc’s requirements of light electrical 
equipment. Czechoslovakia concentrates on machinery, machine tools, 
tractors, and also on consumer goods such as vehicles, textiles and footwear. 
Agreements for scientific and technological co-operation are an important 
feature of all these trade arrangements. Prominence is naturally given to the 
introduction of Soviet methods, but it 1s known that COMECON 1s also 
organizing the exchange of blue-prints and the seconding of experts between 
the satellite countries themselves. An important aspect of the introduction 
of Soviet working methods is that it leads to the standardization of production 
and permits the introduction of the Soviet system of production targets, or 
“norms’”’. This in turn leads to increasing uniformity in the calculation of 
wages, which likewise tends to uniformity in production costs. The satellite 
governments met with no difficulty when they issued instructions that wage 
calculations were to be based on the Soviet “‘ norm ” system; but they encoun- 
tered increasing opposition from the workers as soon as they began to operate 
the system by raising the “ norms ’’, a move that is, of course, equivalent to 
lowering wages. This was the opposition that reached its climax in the riots 
of June 17 in East Berlin and other industrial centres of Eastern Germany. 
Integration has taken place not only in the pattern of production and 
external trade; it has also been extended to external payments. Through 
the COMECON, the satellites’ foreign exchange earnings flow into a central 
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pool in Moscow. This gives the Soviet Union effective control of all such 
earnings, and the exchange rates it decrees are designed to buttress its economic 
supremacy over the whole bloc. In March, 1950, the rouble was appreciated 
in relation to the dollar and revalued in terms of gold instead of the dollar. 
Since then, the rouble has replaced the dollar as the accounting unit in the 
settlement of transactions between the Soviet Union and the satellites. 

The intimacy of the economic ties between the Soviet Union and other 
members of the “‘ rouble bloc ’’ was reflected in the course of subsequent steps, 
in which the satellites revalued their currencies in terms of the rouble. The 
latest—and most drastic—in the series was the revaluation a month ago of 
the East German mark to a gold content corresponding to a rate of 2.2 marks 
to the dollar, against a former rate of 25 marks. The practical effect of this 
astounding nominal appreciation will be limited, since trade transactions 
between the Soviet Union and the satellites are normally concluded at world 
market prices. 


BRINGING IN CHINA 

In recent years, China, too, has been increasingly brought into the network 
of the Iron Curtain economy. Trade with China has assumed great importance 
for the satellite economies. According to official Soviet and Chinese statements, 
the Soviet Union's share in China’s total foreign trade was 50 per cent. in 
1952, while the satellite countries accounted for roughly a further 20 per cent. 
(These figures probably over-estimate the part of the Soviet Union, as some 
of its deliveries may have come from satellite countries.) The proportions for 
1953 are likely to be even higher. Before the war, trade with the Soviet 
Union accounted for a mere 0.5 per cent. of China’s total trade; the share of 
the satellites was still more insignificant. 

To-day, the Soviet Union is supplying large amounts of machinery and 
materials to China, but the satellites are assuming an ever-increasing impor- 
tance. According to /zvestia, trade between China and the satellites has 
increased five-fold during the past two years. China, indeed, is now second 
only to the Soviet Union itself as the market for Eastern Germany, which has 
shipped entire factory installations to the Chinese People’s Republic, and has 
sent German engineers to help erect the factories and train the staff. Poland 
has announced that she is to deliver two sugar refineries to China, and has 
also made an important contribution in the form of shipping services. 
Other satellite deliveries to China include iron and steel, machinery, rolling 
stock, precision instruments and power generating equipment. 

Little is known about the prices of these deliveries from the satellite 
countries; it is difficult to know what credulity should be given to a claim that 
the prices of machinery and equipment imported are “‘ generally 20 to 30 per 
cent. lower than those current in the capitalist world market ’’. It certainly 
cannot be the case that the countries of satellite Europe are able to produce 
complex machinery at lower prices than the highly developed industrial 
countries of the West; the significance of this statement, if any, can only be 
that the prices are fixed by the COMECON to please China and that the 
satellites are footing the bill. 

The Communists are attempting to persuade the satellites that the massive 
reorientation of their trade patterns is wholly to their advantage, on the 
ground that the “ new parallel world market ”’ can rely entirely on its own 
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resources and is in no way dependent on Western imports. But the statements 
of many satellite leaders themselves belie this claim to fully-fledged self- 
sufficiency based upon complementary economic systems within the Soviet 
orbit. Istvan Friss, the head of the Economic Department of the Central 
Committee of the Hungarian Workers’ Party, said in 1952 that the satellite 
countries ‘“‘ have abundances and shortages of the same materials’. The 
abundances to which he referred were those of food and feeding-stuffs; he, no 
doubt, was speaking relatively, and it is questionable whether such surpluses 
exist any longer. But there can be no question about the general shortages: 
they include iron ore, scrap, steel alloys, non-ferrous metals, sulphur, nitrates, 
cotton and weol. Hence the constant emphasis upon the need for the most 
economic use of raw materials and the attempts to develop substitutes. 


AGRICULTURE IN THE DOLDRUMsS 

The process of communist self-isolation, far from being a mere academic 
conception, has, of course, been the main factor responsible for the contraction 
of East-West trade in recent years. The traditional pattern of the European 
satellites’ trade has, indeed, been reversed in its commodity content as well as 
direction. What Western Europe needs from the satellites is not industrial 
equipment but food, livestock and feeding-stufis. But, owing to the neglect of 
agricultural investment and to uneconomic collectivization, supphes are scarce. 
Some exports of such produce have been made in the past few years, but only 
at the cost of keeping home consumption low. Events in Eastern Germany, 
Czechoslovakia and elsewhere have now at last made it clear to the communist 
governments that even in a People’s Democracy men must eat in order to 
work; and more food for the consumer means less available for export. 

Moreover, the agricultural policies pursued by the communist governments 
have ensured that there can be little chance that the food scarcity can be 
significantly relieved in the early future by any increase in output. No less a 
person than Mr. Nikita Khrushchev, who 1s now second in importance in the 
Soviet Union only to Mr. Malenkov himself, recently revealed some most 
startling facts about the failure of Soviet agricultural policy—a policy that 
serves as the model for all satellite governments. Fodder supplies are short 
and livestock targets are not being reached. There has been a severe decline 
in the number of cattle; there are almost nine million fewer cows than there 
were in 1928, before collectivization was forced upon the peasants. The same 
pattern can, moreover, be observed in the satellites. The decline in the number 
of livestock is particularly detrimental to expansion of East-West trade; 
livestock played an important part in Polish and other Eastern European 
countries exports to the West before the war. 

The output of field crops in the Soviet Union has indeed fared better; 
grain production is now nearly five times as large as in the mid-twenties— 
though this increase is still far smaller than that achieved in heavy industry. 
But the industrialization policies of the satellites have had a most clear-cut 
effect on those countries’ traditional surpluses of grain. Before the war, 
Eastern Europe’s exports of wheat and coarse grains to the West reached 
ten per cent. or more of total world grain exports, yet to-day, despite keen 
demand from Britain and other western countries, the satellites’ exports of 
grain have dwindled to mere fractions of their pre-war level. 

The case of Hungary may serve as an illustration. At the Moscow Economic 
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Conference in April, 1952, the Hungarians stated that from the beginning of 
1953 onwards they would be able to supply 300,000 tons of grain a year to 
the West. This figure represented only one-half of Hungary's pre-war grain 
exports; vet it is certain that deliveries on thts scale would in fact be quite 
beyond Hungary's present capacity. Partly owing to adverse weather condi- 
tions, but also, on official admission, as a result of bad organization and lack 
of fertilizers, crops in 1952 fell short of planned targets ; the first step taken 
by the Government to avert famine was a drastic cut in food exports—but 
even this did not prevent a serious bread shortage. An economy operating 
on so small a margin of reserves could scarcely supply quantities on the scale 
of those “ offered ’’ in Moscow. This year’s crop does appear to have increased 
—but so has the need to placate the consumer. 

[t will no doubt be argued by some that the prospects for East-West trade 
in 1953 must take into account the new slants of policy now in vogue in the 
Soviet Union—and, to a less degree, in the satellites also. The communist 
regimes have indeed openly recognized that concentration on heavy industry 
at the expense of agriculture and the consumer has gone too far, and have 
consequently made limited concessions to both groups; they have also stepped 
up the clamour for increased trade with the West. But it is difficult to estimate 
the extent to which these moves reflect a genuine change of long-term policy, 
as distinct from an effort to meet short-term needs by measures that are 
intended to be reversed as soon as Is practical. Pious hopes voiced for con- 
sumption by the “ neutralists ’, or even a genuine readiness for trade to fill 
a temporarily awkward gap, cannot, as suggested earlier in this article, be 
taken as the basis for a real revival of trade. That cannot exist unless and 
until there is clear evidence that the new communist leaders intend to abandon, 
or at least to modify radically, their plans for wholesale economic integration, 
and to revert to a market economy in the sphere of international trade at least. 
Whilst it would be unwise to rule out the possibility of such a development in 
the future, there are certainly no signs vet that it is even in contemplation. 
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- Disinflation in Israel 
By H. Schloss and H. Millner 


HE economic climate in Israel has changed profoundly since the beginning 

of last year. The menacing inflationary pressure that had afflicted the 

domestic economy in the years since independence has wholly dis- 
appeared. Moreover, it has been replaced by a strong measure of disinflation 
—though, admittedly, that has taken a rather unusual form, including a rise 
of 66 per cent. in the cost of living. This reversal took place remarkably 
swiftly; it stems from the adoption by the Government in February, 1952, of 
what has become known as the “ New Economic Policy’. The emphasis 
in the new policy was placed squarely on the price mechanism and monetary 
policy, in contrast to the State planning and direct controls to which the 
Government had pinned its faith in the phase of large-scale immigration— 
measures that were now blamed for the failure to curb inflation and hence for 
the crisis in the balance of payments. The story of the Israel economy in the 
past two vears Is largely that of the implementation of this new policy. 

The programme hinged upon three basic measures: stabilization of the 
volume of money; removal of rationing and price control; and adoption of a 
more realistic exchange rate policy. These measures clearly formed three 
streams of the one basic policy of disinflation; in considering them one by one, 
it is important to bear in mind their essential connection. 

The Government itself led the way in disinflation; expenditure was pruned 
and taxation sharply increased. The most drastic measure comprised a I0 
per cent. levy on all forms of property—including stocks and bank deposits 
in excess of {I50. These additions to the Government's finances enabled it 
to stop supplementing its income through the issue of further Treasury 
bills or Land Bonds. As a result, the volume of Treasury bills held in 
the Issue department of the Bank Leumi le-Israel (the leading com- 
mercial bank), which had risen by £118.5 millions to {159.4 millions in 
1950, rose by only {18.8 millions in 1951 and a mere {10.9 million in 1952. 
This was a most important factor contributing to the stabilization of the 
volume of money; and the check to Government credit creation has had far- 
reaching effects on the banking system, since the banks’ minimum liquidity 
ratios were fixed in 1951 at 50 per cent. fer existing demand deposits and 
75 per cent. for new deposits. But adherence to these ratios is purely voluntary ; 
there is no central bank to exercise effective control over the commercial 
banks through methods such as the enforcement of maintenance of minimum 
deposits with the central bank. 

The authorities themselves, however, have been somewhat half-hearted in 
their policy of credit restriction. The banks were officially permitted to drop 
below the minimum ratios if this was necessary to enable them to grant 
additional credits for projects within the authorities’ framework of economic 
priorities. Moreover, it is doubtful whether these priorities were in fact 
followed at all closely; the banks must have been tempted to extend credit 
for purposes in considerable demand, but not rated as priority—such as the 
holding of stocks that could not find a ready market, or luxury building. 
Credit restrictions in fact proved the least effective of measures because the 
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Government made many exceptions ; quantitative credit controls were to 
some extent transformed into qualitative controls. 

The reluctance of the Government to clamp down on credit extension in 
all sectors of the economy was largely attributable to the steep increase in 
unemployment that took place after the introduction of the new policy. The 
trend of unemployment is shown in Table I. Employment in Israel is normally 
high in the first quarter of the year, since that marks the peak demand from 
the important citriculture industry ; the fact that unemployment leapt to 
18,925 in the first quarter of 1953 is therefore a sign of a serious lack of employ- 
ment opportunities. In the circumstances, the Government could not be 
expected to tighten credit still further. ‘Interest rates in Israel range up to 
25 per cent. (the legal maximum of g per cent. is a mere fiction) though 
these exorbitant rates do admittedly apply to ventures carrying risks that a 
Western European bank would reject altogether. Nevertheless, money 1s 
without question very short in Israel at the moment. 


TABLE | 
UNEMPLOYMENT IN ISRAEL * 

ist 2nd 3rd 4th 
Year Ouarter Quarter Quarter Quarter 
195! - - va 6,489 5,630 5,532 7,606 

b) 4 39. 5+53 / 

1952 _ a 6 _ 0,344 7,14! 10,375 10,790 
1953 _ - os ss 18,925 17,530 16,0257 — 


* Daily registration average. f Average for July and August. 


It would be wrong, however, to attribute the increase in unemployment 
simply to the tighter credit policy—and unrealistic to assume that an easing 
of that policy would itself restore fuller employment. Trends in the Israeli 
economy do not conform smoothly to a Keynesian pattern. Employment 
and production did not keep pace with the large flow of immigrants even in 
the easy money phase of 1948-51. One reason was that a large part of the 
potentially investible funds was diverted to “ unproductive ’’ purposes— 
investment in gold and foreign exchange and, above all, into speculation in 
real estate. Again, much of the unemployment has been caused by the shortage 
of industrial raw materials, which is in its turn due to the scarcity of foreign 
exchange. And employment in export industries has been kept down by the 
unrealistic exchange rate. 


THE ENTREPRENEURIAL PROBLEM 

Moreover, in Israel easier credit conditions by themselves are not likely to 
lead entrepreneurs to increase their existing activities or embark on new ones. 
The country has a definite entrepreneurial problem. The majority of recent 
immigrants have been without either the means or the educational and social 
background necessary to become industrial entrepreneurs ; the entry of persons 
with capital must have been discouraged by the severe overvaluation of the 
exchange. Nor has there been much local strengthening of the entrepreneurial 
class, chietly because of the ideological background of the Zionist movement, 
which idealizes communal enterprise rather than enterprise for profit. The 
lack of entrepreneurs has been specially noticeable since the inauguration of 
the new economic policy; private enterprise has not taken up the slack caused 
by the considerable decline in the expenditure of public authorities. This 
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whole problem reflects one of the familiar vicious circles of a developing 
economy ; it is both the cause and the effect of underdevelopment. 

The second main plank of the new policy has been decontrol of prices and 
consumption. The aim has been to permit the cost of living to rise relatively 
to wages sufficiently to bring about the reduction in consumption that is 
undoubtedly essential. This was a harsh but effective method of achieving the 
necessary reduction in the national income and at the same time of switching 
from direct controls to control by the price mechanism. This is indeed the 
classical remedy for suppressed inflation—but few countries have applied it 
so boldly as Israel has done. In February, 1952, clothing and most staple 
foodstuffs were still rationed and most other goods price controlled ; to-day 
only a limited range of essential foodstuffs remains on ration, and price control 
has been virtually abolished. The cost of living has risen by about 80 per 
cent. in the period; average earnings have risen somewhat more, but 
unemployment has increased and delays in payments of wages have developed 
(owing to the shortage of money) so that the standard of living of wage-earners 
as a whole has undoubtedly fallen. 

The chronic unbalance in external finances makes it doubtful whether even 
this reduced standard can be supported—at least without some fundamental 
changes in the structure of the economy that are difficult to envisage. In no 
year since the founding of the State in 1947 have exports covered more than 
one-seventh of the value of imports; and invisible items, too, have constituted 
a substantial net drain on the current balance of payments (though the revival 
of tourist, shipping and insurance earnings in the past year has reduced the 
invisible deficit substantially). The unstable position has been shored up by 
a series of expedients on capital account. Receipts from U.S. grants-in-aid, 
Export-Import bank loans and private capital imports of both goods and 
money have had to be supplemented by sales of foreign securities, and, in the 
early years, by drawings on sterling balances. These balances ran out last year; 
but in the September the German reparation treaty was signed—promising 
payment of $822 millions over a period of up to twelve years. 

Despite the political opposition to this agreement in Israel, it is difficult 
to see how the country could have manag sed without it at this time. The 
United States authorities are proving much more rigorous in their attitude 
to new loans and to economic aid—and Israel has now reached the stage 
where the interest on past loans and the repayment of earlier short-term ones 
are proving an acute embarrassment. The German reparations are not, of 
course, payable in convertible currency, and Israel has arranged to give pre- 
ference to purchases from Germany; but there is some degree of transferability 
in the funds. Immediately after the conclusion of the agreement, for example, 
Israel was able to arrange to purchase large quantities of oil from the sterling 
area from the proceeds of German sterling balances in London. Nevertheless, 
the agreement will tend to cause a considerable diversion of Israel’s trade 
towards Germany. As the country is also faced with an acute sterling shortage, 
the immediate prospects for British exporters are not good. 

The effort to secure a more realistic exchange rate for the Israeli pound was 
the third main plank of the new economic policy. The first step, taken in 
February, 1952, was to replace the entirely unrealistic rate of parity with 
sterling ({I1 = $2.80) by a structure of multiple rates, with the lowest or 
“basic” rate at parity with the dollar (i.e. representing a devaluation by 
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nearly two-thirds). The old rate was maintained for imports of a few basic 
foods; a rate of {I1 = $1.40 (1.e. equivalent to 50 per cent. devaluation) was 
introduced for certain capital transfers and tourist expenditure, certain cate- 
gories of imports, and for exports of citrus fruit; the “ basic’ rate of {I1 = 
$1.00 applied to all other transactions. As internal prices rose, this rate was 
extended to cover most of the transactions at first covered by the intermediat > 
rate. In fact, even the lowest rate soon proved too high ; exports subject to this 
rate have been granted specific additional subsidies of up to 80 per cent. 

In view of this unsatisfactory situation, the Government early in the year 
appointed a special committee to report on exchange policy. That this rather 
remarkable step should have been possible without causing calamitous specula- 
tion against the Israeli pound appears to have been attributable to a very 
strict exchange control. The committee reported in July. Its majority 
report recommended the maintenance of complete exchange control, based upon 
a single rate equal to the lowest rate at present in force—i.e. the dollar parity 
minus the 80 per cent. subsidy (giving an actual rate of {11.80 = $1). The 
minority, however, recommended a more venturesome plan, embracing two 
rates, one fixed and one free. Government receipts of foreign exchange were 
to be accounted at {11.5 = $1 and were to be available at this rate for sale 
to importers of essential goods; the rate applicable to all other overseas 
income was to be freed—so that exchange offered by exporters and other 
recipients would be sold to the highest bidders among “ non-essential ”' 
importers and others with current payments to make abroad. Exchange 
control on all current transactions was to be abolished, but capital transfers 
out of the country were still to be controlled. 

The Government has not yet decided which of these conflicting counsels it 
proposes to adopt. Its minimum action would, of course, be to accept the 
majority recommendations—since that would amount to little more than a 
formal recognition of the existing situation. But, for all its attempts at 
financial orthodoxy in the past twenty-two months, it is highly doubtful 
whether Israel is yet ready to stand the test of a free rate unprotected by the 
shelter of exchange control. 
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What Future for Industrial Assurance ? 


By a Special Correspondent 


IE assurance sold on the doorstep still constitutes a vital part of total 

life assurance in Britain ; but it has not shared in the steady post-war 

expansion that has been enjoyed by the ordinary life business. The 
recently published annual report of the Industrial Insurance Commissioner for 
1952, the first full report since 1937, has provided some illuminating informa- 
tion about the scope and development of industrial life assurance—that is, life 
assurance in which premiums are payable at intervals of less than two months 
and are collected in the home. By the end of last year, industrial life funds had 
climbed to slightly more than twice their 1938 level, to a total of {g19 millions— 
of which {746.5 millions was provided for by fourteen industrial assurance 
companies and 172.5 millions by 115 friendly societies.* When it is recalled 
that these are savings that accumulate in tiny droplets, the sums involved are 





TABLE I 
PROGRESS OF INDUSTRIAL LIFE ASSURANCE 
Total Funds 


Year No. of New New Sums Premium at end Expense Ratio* 
Policies Assured Income of Year Companies Societies 
mn. émn. {mn. {mn. o/ of 
1937 II.oO 213.4 69.2 409.7 31.5 39.7 
1935 1 219.9 71.8 435.4 31.2 41.9 
1945 5-9 162.4 97.5 043.4 28.0 37.4 
1940 rh, 269 .0 103.2 692.5 30.2 39-7 
1947 5.5 280.8 112.4 730.0 29.8 37.6 
1948 7.4 254.2 119.9 731.7 28.6 37-4 
1949 60.5 232.4 124.1 S21.5 29.0 39.5 
1950 5.5 232.5 127.6 S62 .3 29.1 36.6 
195! +2 254.5 [33-1 892.0 30.7 36.2 
1952 6.1 207.6 137.6 gI9g.0 30.8 38.9 


*Ratio of expenses to premium income. 


extraordinarily large. Although their worth in “ real’’ terms is not quite as large 
as before the war, their growth compares well with that of ordinary life funds. 
But there has been marked sluggishness in the writing of new business in recent 
years ; the total of new assurances written in 1952, at £268 millions, was only 
£48 millions larger than the total for 1938, and was actually some {1g millions 
smaller than in 1947, the peak year. The number of new policies taken out 
annually dropped from eleven millions before the war to just over six millions 
last year, but the effect of this severe decline upon the money value of new 
assurances was rather more than offset by an increase in the average sum 
assured by each policy from {19.7 in 1938 to £43.8 last year. The premium 
income has risen continuously year by year, but this growth is due mainly to 
changes in the composition of new business : endowment assurances—which 
carry a relatively high rate of premium—have gained at the expense of whole 

*At the end of last year, nine leading companies—the Britannic, Co-operative, London and 
Manchester, Pearl, Prudential, Refuge, Royal London Mutual, Salvation Army Assurance Society 
and Wesleyan and General—accounted for 98 per cent. of the company total and two societies— 
the Liverpool Victoria and Royal Liver—for 81 per cent. of the societies’ total funds. 
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life policies. The recent trend of new industrial business contrasts with the 
steady rise that has taken place since the end of the war in new ordinary business. 
That there has been no similar contrast between the growth of industrial and 
ordinary funds is mainly explained by the fact that the industrial life business 
still carries a higher proportion of “ whole-life ’’ policies than ordinary business, 
and relatively smaller sums have therefore been paid off as policies mature. 
The relative decl ne in ndustrial assurance—or “ home service *’ assurance 
as the industrial offices understandably prefer to call it—need not, perhaps, be 
regarded as yet another cause for concern about the trend of the nation’s 
savings, considered in the aggregate, for the counterpart of this decline has 
been the rise in ordinary life business. The reason for the switch is an interesting 
reflection of social change. The comprehensive personal insurance service that 
‘industrial ’’ assurance provides to-day grew up from the foundation of the 
working man’s burial policy—an immensely popular service that saved the 
family from the social disgrace of a “‘ pauper’s funeral ’’ and the “ pauper’s 
grave’’, and one that, by the nature of its customers, could be paid for only by 
small regular instalments. As the lot of the working man improved—and his 
conception of respectability broadened—he saw the function of his life policies 
less as a guarantee of a fixed sum at death than as a means of securing a lump 
sum at a chosen age. (An added reason for such a view was provided by the 
inclusion of a death benefit in the National Insurance scheme introduced in 
1948 ; moreover, another Act of 1948 curtailed the scope of funeral policies to 
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near relations and limited the amount assured per person to £20.) Endowment 
assurances, under which benefit is payable at a fixed date during life or on 
earlier death, and life contracts providing for periodic endowment payments 
have therefore steadily tended to replace “‘ whole life ’ assurances. Industria! 
assurance took the change in its stride, and until quite recent vears flourished on 
the wider scope of its business—as the vast extent of the funds built up shows. 

The post-war relapse has probably been caused by the next step in social 
advance : the increased economic independence of the working man. Originally 
the masses to whom industrial assurance made its appeal were characterized 
by their lack of economic reserves ; whatever they bought had perforce to be 
by the week. But a house-to-house weekly service is, from its inherent nature, 
relatively costly, and is therefore relatively unattractive to those who 
do not need such special facilities. Now that the ability to make the larger and 
less frequent payments for ordinary life policies has become more widespread 
and staff pension sch-‘mes have become more general—it is natural that 
more money should go into the form of assurance in which a pound of premium 
buys more policy and less insurance agents and shoe-leather. Basically, there is 
no difference between the benefits offered in the two branches of life assurance, 
though many of the “ frills”’ that are becoming an increasingly important 
feature of ordinary life prospectuses are absent from home service policies—if 
only because there are over 120 millions of separate industrial policies in 
existence. It is somewhat naive to deplore the fall in home service assurance as 
yet another decline in personal saving. The ‘“ man from the Pru’ did—and 
still does—a very useful job in canalizing working class savings ; but it is a 
costly one, and if those savings can be garnered more efficiently, that is surely 
to be welcomed. 








How EXTRAVAGANT IS HOME SERVICE? 


Just how expensive home service insurance in fact is can be seen from 
Table I ; the proportion of premium income absorbed in expenses (the “ ex- 
pense ratio ’’) was, indeed, slightly less in 1952 than before the war, but it was 
still around 30 per cent. for the companies and nearer 40 per cent. for the 
friendly societies engaged in industrial assurance. The range of ratios among 
both individual companies and societies was considerable ; the economy of the 
large unit is naturally more marked in industrial than in ordinary life business. 
But even the largest institutions have not been able to bring their expense 
ratios down to below about 28} per cent. Perhaps three-quarters of managerial 
expenses are taken up by staff costs, which nowadays are heavy. 

Another feature of home service assurance that exposes it to the criticism 
that it is a relatively uneconomic form of life assurance is the high proportion 
of policies forfeited through early default in payment of premiums. Last year 
18.3 per cent. of the companies’ and 23.4 per cent. of the societies’ new policies 
were forfeited without the grant of a free policy or surrender value. These 
“lapse ratios’ have, indeed, fallen somewhat in the past few years—in 1949, 
the first year for which the figures are available, the ratios were 24.3 for the 
companies and 23.2 for the societies—and the lapse ratios may to-day be as 
low as one half their pre-war level; but they are still disturbingly high, certainly 
much higher than in ordinary life business. Mr. W. F. Gardner, the chairman of 
the Industrial Assurance Council, has pointed out that on the majority of 
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forfeited policies premiums have been paid for a few weeks or months only, 
and that to-day nearly all policyholders obtain free policies or a cash surrender 
value if they cease paying their premiums after one, or in some offices two, 
vears. There does not appear to be any conclusive evidence of overselling of 


TABLE II 
DISTRIBUTION OF INDUSTRIAL LIFE ASSURANCE ASSETS AT END 1952 
‘Prudential " Friendly 
and ‘‘ Refuge” Societies* 
Class of Assets yA 
British Government securities - $4 45.9 33-4 
Near gilt-edged securitiest .. pa aa 3.3 17.0 
Debenture stocks - = ‘i _ 13.0 -— 
Preference shares ms “a ia és 8.0 - 
Ordinary shares ns om ea ‘a 10.8 — 
Properties - - 7 es a 5.5 16.2 
Mortgages 4d rv + 4.5 19.6 
Cash, agents’ balances, etc. s “a 2.8 
, 13.8 
Not classified .. es s - cs — . 
100.0 I00.0O 


*Per cent of total a’sets 
+ British municipal securities only for friendly societies ; including Commonwealth and foreign 
government and municipal securities for the “ Prudential’ and “ Refuge.” 


life policies at the door, and, in view of the basic differences in the clientele of 
the two branches of life assurance, the incidence of default within the two 
groups cannot reasonably be compared. The waste lies in the existence of a 
sporadic insuring public, not in the institutional structure of the assurers. 
Investig vation of the pattern of disposal of industrial assurance funds is 
complicated by the fact that in the official statistics the assets acquired are 
not recorded separately for the societies ; and only a few of the companies 
segregate their industrial life assets—as they are statutorily obliged to segregate 
their funds—from those held against liabilities under other classes of insurance 
business. However, the Prudential and Refuge companies, which accounted for 
55 per cent. of the total industrial life company funds at the end of last year, 
do publish separate industrial balance sheets, and as the vast bulk of the 
societies’ funds relate to industrial business, some comparison of the distribution 
of the industrial assets of the companies and of the societies can be made. 
Table II shows that at the end of last year there was a striking correspon- 
dence in the proportion of assets invested in gilt-edged and near gilt-edged 
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securities together by the societies and the two companies ; but the similarity 
in the pattern of asset holdings ends there. The companies held some 32 per 
cent. of their industrial assets in equities, including nearly II per cent. in 
ordinary shares ; whereas the societies were precluded by the Friendly Socie- 
ties Acts from investing in other than trustee securities. The unfortunate 
effect of these brakes on the supply of risk capital for British industry is now 
widely recognized ; a less nationally important result of the societies’ dis- 
proportionately large holdings of properties and idle cash balances is to keep 
their earning capacity well below that of the companies. Last year the average 
gross yleld on the companies’ funds was 4.5 per cent., and on the societies’ only 
3.8 per cent. The difference in net earnings is about the same. Although the 
societies enjoy complete exemption from income tax whilst the companies are 
liable to the special rate of 7s. 6d. in the pound, the companies pay little tax 
on their industrial life business on account of its high expense ratio. 

There has been a marked expansion in the money value of the industrial 
life companies’ trading profits since before the war, accompanied by an import- 
ant change in the pattern of their allocation. This has been wholly in favour of 

TABLE III 


DISTRIBUTION OF TRADING PROFITS OF LEADING INDUSTRIAL LIFE COMPANIES 
(£o00’s omitted) 


Of which distributed Percentage of 
Trading to: distributed profits 

Company Year Profit Policy- Share- allocated to 

holders holders policyholders 
(1) (2) (3) (4) 
sritannic os ei att 1937 695 268 240 53 
1Q52 1,452 S60 200 SI 
London and Manchester ‘ng 1937 277 cg gd 53 
1952 535 297 103 74 
Pearl .. os - - 1937 1,011 756 650 55 
1952 2,370 1,607 550 75 
Prudential... “a i 1937 5,995 4,044 So4 82 
1952 11,129 7,590 759 gl 
Ref.ge os an iis 1937 353 250 45 85 
1952 1,550 550 So 7 


the policyholders—that is, at the expense of the shareholders. The Prudential, 
which in February, 1952, brought in its own scheme of “ mutualization ” by 
giving policy holders—in both its ordinary and industrial branches—the right 
to receive a minimum of 90 per cent. of the company’s distributable surplus, is 
indeed the only company in which policyholders enjoy contractual participating 
rights. Yet, as Table III shows, all the other large companies have, by means 
of bonuses, raised their allocation to policy holders from something over one- 
half to three-quarters, or more, of their surplus not ploughed back into reserves. 
The Refuge company has consistently paid out over 85 per cent. of its surplus 
to policyholders. On balance, the total annual distributions to shareholders have 
actually dropped since before the war. This policy has, of course, been adopted 
partly to sway public opinion against the Labour Party’s threat, first made 
in 1950, of nationalization—or mutualization, whatever that might be. On the 
economic plane, the industrial companies might also argue that their policy of 
increasing the policyholders’ share in the surpluses is warranted by the fact 
that industrial life assurance to-day has reached such massive proportions that 
risk has been virtually eliminated—and with it the dependence upon, and 
the need to reward, risk capital. 
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American Review 


The stream of still-impressive company earnings and dividends has turned 

the stock market away from its earlier fears reflected in September's heavy 
selling; and Wall Street has been further encouraged by hopes that the next session 
of Congress will give tax relief. Business generally has fastened hopes on to the 
spate of official reassurances on the business prospect (though these seem to have 
been aimed mainly for foreign consumption); and there is a growing belief that 
Government expenditure can now be little more than trimmed. Moreover, there 
has been a wider recognition of the important shift towards an easier monetary 
policy; and last, but by no means least, the success of the Democratic Party in 
Wisconsin and in other local elections and President Eisenhower’s unequivocal 
statement that the Government is prepared to prevent mass-unemployment 
caused a widespread feeling that the Republicans will court popularity rather 
than orthodoxy if and when crisis comes. 

Unfortunately, there seems to be no reason to suppose that the perceptible 
change in sentiment has been accompanied by any decided shift in the industrial 
scene. Earlier fears are now seen to have been exaggerated—or at least premature 
—and November’s rosier hopes may prove to be equally unfounded. Industrial 
production during October had been widely expected to exceed the low September 
rate of 232 (based on 1935-39 = 100), but the preliminary estimate showed no 
change—and weekly indicators suggest that the drift to moderately lower levels 
was resumed in November. Steel output continues high, but production and sales 
of a wide range of durable consumer goods have fallen off. The radio and television 
industries report difficult markets and earlier doubts on the prospect for the 
motor industry have been confirmed by the news that November output would be 
reduced by almost 30 per cent.—to 386,000 units, compared to 533,000 in October 
and 473,000 in September. This seems to be about the sharpest seasonal contrac- 
tion since the end of the war; it follows insistent complaints by dealers that their 
stocks of new cars have reached record levels without any sign of recovery in sales. 

Total business stocks are estimated to have risen by $600 millions in September 
(this is approximately $150 millions more than in August), while sales fell by $700 
millions. The Department of Commerce in a recent review expressed some faith 
in the ability of consumer spending “ to rise and head off a business depression ”. 
Retail sales have indeed been maintained fairly well and industry is certainly 
looking forward to a Christmas boomlet. But it is not easy to believe that any 
decisive stimulus can, in the near future at least, come from consumer spcnding. 
Personal incomes dipped by $1,000 millions in September to $286,000 m llions; 
this is in itself a trifling movement, but it is significant that personal incomes have 
not risen since June. A year ago they rose by $5,000 millions over the three 
months. The future prospect is not particularly bright; wage rates are no longer 
increasing to any extent and overtime earnings are falling generally. The tax 
concessions due in January should be helpful, but little more. 

There have, however, been two encouraging signs from the business scene that 
bear out some of the otherwise unfounded optimism. New orders for manufac- 
turers during September held near the August level of about $23,000 millions, 
after falling by about $1,500 millions between July and August; and unfilled 
orders still provide a formidable list against present rates of output. Secondly, 
McGraw-Hill has estimated that manufacturing industry will spend $11,700 
millions in equipment in 1954, or 92 per cent. of this year’s estimated $12,700 
millions, and that manufacturing mining and utility companies, that together 


Bite stree sentiment has become distinctly more optimistic in recent weeks. 
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accounted tor more than one-half of the expenditures in 1953, will spend about 
$17,000 millions next year, against $18,000 millions in 1953. These figures do 
suggest a relatively moderate pace of adjustment. 

Commercial banks continued to feel no shortage of cash in October and the 
Treasury bill rate fell at times below 1.25 per cent. However, there has been no 
further aggressive intervention by the Federal Reserve Board and short-term 
rates hardened again in November, the Treasury bill rate moving back to above 
1.40 per cent. Seasonal expansion in commercial loans continues at a much 
slower pace than in 1952, but December should bring rising demands from industry 


American Economic Indicators 


1953 
1950 1951 1952 = ne a 
June July <Aug._ Sept. 
Production and Business: 

Industrial production (1935-39 =I100).. 200 220 219 241 233 236 232 
Gross private investment (billion $) .. 50.3 58.5 52.1 61.0 — — 50.5 
New plant and equipment (billion $) .. 20.56 25.6 26.5 28.0 - — 28.4 
Construction (million $) 3 -. 2,396 2,574 2,€94 2,860 2,870 2,827 2,845 
Business sales (billion $) sl Sy — 44-5 45-6 49.3 49.9 48.2 47.5 
Business stocks (billion $) 74:0 74:9 77:3 «78:1 78.7 79.3 


8560 1,164 1,098 1,374 421,346 41,182 1,244 


Merchandise exports (million $) 3 ; 
Merchandise imports (million $) cm 738 O14 893 934 go2 934 gos 
Employment and Wages: 

Non-farm employment (million) -» 52.4 53-9 54-4 55-2 55-2 56.1 55-0 
Unemployment (‘o00s) .. - ~~ is 1.879 1,673 1,562 1,548 1,240 1,246 
Unemployment as % labour force i 5-0 3.0 2.4 2.4 2.4 1.9 2.0 
Hourly earnings (mfg.) ($) . . 86 8.95 EOP 7? lL? lu? OR 
Weekly earnings (mfg.) ($) = >; §9.33 64.71 67.97 71.63 71.51 71.69 71.c2 
\ | " High 516 535 463 2 

Moody commodity (1931 =100) Low 347 451 390 418 422 415 404 
Farm products (1947-49=100).. .. 97-5 113-4 107.0 95.3 97-9 96.3 98.1 
Industrial (1947-49 = 100) es ~- 105.0 115.9 113.2 113.38 114.8 114.8 114.8 
Consumers’ index (1947-49 = 100) .. 102.8 11.0 113.5 I14.5 %I14.7 4I15.C 115.2 

Credit and Finance : 

Bank loans (billion $) .. . »» 5§2.2 57.7 64.2 65.5 65.7 466.0 66.3 
Bank investments (billion $) .. ae. aan: -. meet ee CMe oie Meee yee 76.7 
Bank loans (weekly) (billion $) . BS 25 me 2.5 2S %22:.0 23:1 
Consumer credit (billion) “i ss @S 8.5 OF F080 Be We 274 
Treasury bill rate (%) .. “a co See 1.55 1.77 2.23 2.10 £2.08 1.9 
U.S. Govt. Bonds rate (%) bs .. 2.32 2.57 2.68 3.09 2.99 3.00 2.8 
Money supply (billion $) ‘a .. 180.6 189.8 200.4 192.4 193.0 193.4 194.3 
Federal cash budget (+ or—) (million $) + 450 +1,244 — 1,641 — 2,375 - - — 3,500 


Notes.—Latest figures are preliminary or estimated. For 1950-52, actual totals are shown for 
construction, equipment and other domestic investment. Basiness sales and stocks, money supply, 
bank loans and consumer credit show amounts outstanding at the end of the period. Moody’s 
spot commodity index shows high and low, 1950-52, and end-month figures this year; other 
commodities show monthly averages. Investment figures, 1953, are quarterly and at annual 
rates. Weekly bank loans are derived from partial returns only. Budget figures are cash totals 
1950-52, and quarterly 1953. 


and the public. Mild seasonal stringency is thus expected to develop this month; 
the Reserve Board is not expected to meet additional demands more than part- 
way before the New Year, when there will, of course, be a seasonal reversal in 
movements in loans and currency. 

November brought another highly successful Treasury offer. $2,000 millions 
of 2? per cent. 1961 bonds were offered, and subscriptions totalled $12,500 millions. 
Mr. Humphrey has thus reached another mark in his campaign to lengthen maturity 
dates. This issue brought the Treasury to within a few hundred million do lirs 
of the debt limit of $275,000 millions imposed by Congress. 
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International Banking Review* 


Argentina 

HE British Chamber of Commerce in Buenos Aires has expressed its dis- 

appointment to President Peron at the insignificant number of import 

licences for British goods that have been issued this vear—despite Argentina's 
substantial accumulation of sterling from current exports to Britain. The President 
is stated to have emphasized Argentina's continuing interest in trade with Britain, 
but to have pointed out that Argentina expected Britain to offer credit facilities 
for purchases of capital goods that were at least as liberal as those of her 
competitors. 

Holders of existing investments in Argentina are to be allowed to treat profits 
reinvested in the country as “ new” foreign investment by the new regulations 
governing foreign investment; but the regulations do not extend any other facilities 
to established investors. The maximum of 8 per cent. that the new law sets as 
the amount of the earnings on new investments that will be remittable is to be 
calculated on the amount of registered capital. 

France has agreed to finance the export of up to Irs. 35,000 millions of capital 
goods to Argentina for the second five-year plan under a new trade and payments 
agreement. The credits will be repaid by Argentine importers over periods ranging 
us) to seven years. 


Australia 


The Commonwealth Government has launched a new loan on the London 
market. The issue is primirily intended to appeal to holders of the {10.8 millions 
of 3} per cent. stock maturing on February I, 1954, but 1s open to cash applications 
to the extent that the conversion offer is not accepted. The new stock is a 4 per 
cent. loan maturing in 1966-68. 

The Commonwealth Government's internal loan for £A5o0 millions was a dis‘inct 
success; applications reached a total of £A65.8 millions. The money is to be 
used to finance the public works of the Commonwealth and State Governments. 


Belgium 
The National Bank of Belgium reduced its Bank rate from 3 to 2? per cent. on 
October 28. The Bank’s discount and advances rates were cut simultaneously 
by + per cent., but the rate on advances against Treasury Certificates with less 
than a year to run remained unchanged. The decision followed an easier turn in 
conditions in the Belgian money market and was the second reduction in Bank rate 
within a year. 


Brazil 

Brazil's application for an advance of £10 millions in sterling has been accepted 
by the International Monetary Fund. The money is to be used for an initial 
down-payment to British trade creditors under the recent agreement negotiated 
with the British authorities. 

The introduction of the new currency and exchange control system has been 
followed by a sharp fall in the value of the cruzeiro in the free market—from 
approximately Crzs. 103 to Crzs. 120-130 to the pound. This setback has followed 
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naturally from the fact that all foreign exchange derived from merchandise exports 
must now be surrendered to the authorities. At the auctions of foreign currency 
certificates, certificates for U.S. dollars have sold at rates varying from II to I5 
cruzeiros per dollar for Category I certificates (valid for most essential imports 
only) to Crzs. 128-145 per dollar for Category V certificates (valid for all payments). 


British Guiana 
Two Colonial Office experts on irrigation and land settlement have arrived in 
British Guiana to study the possibilities for land development. It is understood 
that the practicability of the introduction of a scheme on the lines of the Gezira 
irrigation scheme in the Sudan—which provides for Government ownership of land 
and tenant cultivation on a profit-sharing basis—is being considered. 


Canada 
A survey prepared by the Canadian Bureau of Statistics shows that American 
industrialists invested Can. $1,017 millions in Canada between the end of the 
war and the beginning of this year. Total investment in the Dominion undertaken 
by sterling area countries in the same period amounted to less than one-tenth of 
this sum—a mere Can. $91 millions. 





Ceylon 
Sir Oliver Goonetilleke, the Finance Minister of Ceylon, has visited London 
for economic and financial talks with the British authorities. The possibility of 
the reinforcement of Ceylon’s sterling balances through a sterling loan is under- 
stood to have been among the matters discussed. The Dominion’s sterling reserves 
were materially depleted by the substantial balance of payments deficit incurred 
In 1952 and early 1953; but the country 1s now back in temporary surplus again. 


France 


Budget estimates for 1954 put ordinary revenue at Frs. 2.9 billions, and pro- 
spective total receipts (after allowing for American aid) at Frs. 3.1 billions. Ordinary 
expenditure is estimated at Frs. 3.3 billions and capital expenditure at Irs. 0.4 
billions, raising total expenditure to a prospective Frs. 3.5 billions. The revenue 
figure shows little net change over 1953. The overall expenditure total is lower 
by some Frs. 180,000 millions; but this reduction is due mainly to the decision to 
exclude from the Budget the bulk of investment outlays financed by the State. 
The Finance Minister, M. Faure, has stated that the Budget would not prove an 
undue burden on the economy provided that Parliament did not vote additional 
expenditure. 

Seventeen steel companies have guaranteed a 6 per cent. loan for a total of 
Irs. S,ooo millions that is intended to provide finance for the steel industry's 
second modernization and re-equipment programme. 

The Government's new tax reform bill provides for the replacement of the tax 
on business profits by a potente, or professional tax, calculated in relation to 
personnel and equipment employed. 

The scheme providing for tax rebates for exporters has been extended to 
include exporters of goods to Iron Curtain countries (including China). 


Eastern Germany 
The East German authorities have announced an overhaul of the exchange 
rate system on the lines familiar to other Soviet satellites. The East German 
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mark has been “ linked to gold ”’ on the basis of a gold content of 0.399902 grammes. 
This gives a nominal exchange value of 2.22 marks to the dollar, and a sterling rate 
of 6.22 marks to the pound, compared with 70.5 marks before the change. 


Western Germany 
The West German Government has secured Parliamentary approval for a law 
providing for indemnity payments of DM. 4,000 millions to victims of Nazi aggres- 
sion. It is expected that claims accepted will be paid in ten annual instalments. 
The Federal Government has also notified the O.E.E.C. of its intention to abolish 
gradually all restrictions on the transfer of current earnings on foreign capital. 


India 

The Reserve Bank of India has set up a committee to examine the problem of 
making increased finance available to the private sector of industry. This enquiry 
has been prompted by the lag of the volume of private investment behind the level 
contemplated in the five-year plan, but the committee will confine itself to the 
study of sources other than those being considered by the Taxation Enquiry 
Committee. 

The Government is considering an offer by the United Kingdom to make 
available {5 millions of the sterling funds lodged with the World Bank for financing 
development projects in India. 


Indonesia 

The report of the Java Bank for the year to June 30 last (the bank became the 
Bank Indonesia only at the beginning of July) states that the new Monetarv 
Board, which is now the body responsible for the determination of monetary 
policy, should not be too eager to impose regulations that it may not be possible 
to implement. The Bank states that the task of promoting a sound banking and 
credit system demands that attention should be given principally to the credit- 
creation activities of the Government and to those of private credit institutions 
operating with Government funds. The report states that the balance-sheet ot 
the new bank will be in two parts, on the model of the Bank of England returns. 
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Italy 


The World Bank has granted Italy a loan of $10 millions to the special agency 
set up by the Italian Government for administering the programme for the develop- 
ment of Southern Italy. The loan is for a period of 25 years and bears interest 
at 5 per cent. (including the Bank's usual I per cent. commission charge). Amortiza- 
tion payments are to begin in 1954. 


Japan 

Sterling payments of {1 million have been made to Britain under the first of 
the exchange “‘ swap ”’ transactions arranged earlier in the year. But as Japan’s 
sterling balances have now reached a very low level and are still falling, additional 
short-term credits from Britain will probably be necessary—or alternatively 
Japan will not be able to take up her dollar option under the rest of the dollar 
‘swap ”’ deals, totalling nearly {30 millions, that are due to mature towards the 
end of the year. To help meet these commitments Japan has secured a further 
sterling advance of £13 millions from the International Monetary Fund. 

Japan has been elected an associate member of the General Agreement on 
Tariffs and Trade. The associate membership will continue until June 30, 1955, 
or until Japan’s full accession, should this take place before that date. It has been 
explained that the decision does not of itself require any of the Governments 
participating in the G.A.T.T. system to grant or to receive from Japan the benefits 
of the agreement, but a number of the contracting parties—including, it is believed, 
Britain—have agreed that Japan should be granted the most-favoured-nation 
treatment granted to other members of G.A.T.T. 

It has been announced that the adoption of a plural import tariff system to 
facilitate discrimination against countries applying high import duties on Japanese 
goods is being considered. 


Malaya 
The Federation Government intends to raise Malayan $150 mullions by 
borrowing in 1954, of which two-thirds will be drawn from the home market and 
the remaining third from London. It is planning to raise Malayan $80 millions 
in 1955 and again in 1956 and a further $126 millions in the ensuing year. The 
money is to be used to finance the development programme. 


Netherlands 


The Government has announced that the dollar export bonus system introduced 
in 1949 to stimulate sales to hard currency countries 1s to be abolished. This 
decision follows talks with the International Monetary Fund. 

The Government has agreed to allow the World Bank to utilize up to Fls. 1oo 
millions of its local currency subscription to the Bank’s capital for loans. 

The Rotterdam forward market in grains has been reopened after a lapse of 
thirteen years. 


New Zealand 

Basic exchange allocations to importers for 1954 are to be raised from 50 to 
75 per cent. of the value of imports in 1950. The allocation will be calculated after 
deducting the amounts paid in 1950 for motor vehicles and other specified classes 
of-goods, and for goods that will no longer require separate exchange applications. 
Motor vehicle imports in 1954 will be permitted to rise to 50 per cent. above 
imports in 1953. 
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Norway 
The Norwegian authorities have agreed to release up to Kr. 46 millions of the 
Norwegian subscription to the World Bank's capital for loans in Norwegian kronor. 
The loans may be used only for transactions that are in accordance with Norway's 
export control arrangements, and will not be allowed to exceed Kr. 21.5 millions 
in any one year. 


Pakistan 


The Government has set up a committee to report on the steps that should be 
taken immediately to bring existing industries in Pakistan to maximum production. 
The committee is also being asked to report on plans for the establishment of new 
manufacturing capacity for important consumer goods. The Prime Minister, Mr. 
Mohammed Ali, said that the Government intended to mobilize all available 
resources in the country in a production drive in order to reduce the shortage of 
consumer and other essential goods, and to save scarce foreign exchange on imports 
for industrial and agricultural development. 


Rhodesia 


The Northern Rhodesian Government has floated its first internal loan. The 
operation has taken the form of the offer of a 4 per cent. stock redeemable between 
1960 and 1962 and a 4? per cent. stock redeemable between 1965 and 1972. The 
new stocks are being issued on “ tap’’, but it has been stated that the total will 
not exceed the limit of £5 millions set by the Government’s statutory borrowing 
powers. The money is to be used to finance part of the public works programme. 


South Africa 


The Union Government's requirement that gold sold on overseas premium 
markets should be in the form of processed metal has been withdrawn. The 
stipulation that producers should restrict free market sales to 40 per cent. of their 
output is, however, apparently to remain. 

Preliminary allocations of foreign exchange for imports in 1954 are to be 
generally at a lower level than those for 1953; but it is understood that the 
position is to be reviewed early in the New Year. The Government has taken 
this step under pressure from the deterioration in South Africa’s balance of pay- 
ments and the consequent substantial depletion of its foreign exchange reserves. 
Discrimination against dollar goods in favour of soft currency goods has been 
discontinued on the grounds that the products of sterling area and other soft- 
currency countries are now largely competitive with dollar goods. 

The Minister for Economic Affairs, Mr. Louw, has stated that the Government 
cannot be expected to assist in supporting uneconomic industries. The Minister 
asserted that the national interest would be seriously prejudiced by the erection 
of high tariff barriers. 


Switzerland 


The Belgian Congo has launched a further loan for a total of Swiss Frs. 60 
millions at 4 per cent. on the Swiss capital market. 

The World Bank has made an issue of 3} per cent. 15-year bonds on the Swiss 
capital market. This was the fourth public issue of World Bank bonds in Switzer- 
land; the offer was for Swiss Frs. 50 millions and is understood to have been 
considerably over-subscribed. 
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Appointments and Retirements 








Barclays Bank—Head Office: Mr. T. C. Dundas, M.B.E., a local director at Brighton Local 
Head Otfice, has been appointed a director; Income Tax Dept.: Mr. C. Ashton, from Manchester, 
to be manager. Croydon, East: Mr. G. V. Yeabsley, from Merton Park, to be manager. Dagenham 
Dock: Mr. J. M. Parish, from Stratford Broadway, to be manager. Hampstead, Frognal: Mr. 
A. R. Kessick, from Cheapside, to be manager. Merton Park: Mr. N. L. Hill, from Raynes Park, 
to be manager. Romford: Mr. W. C. Moore, from Dagenham Dock, to be manager. Sutton, 43 
High St.; Mr. L. G. Nott, from Croydon, East, to be manager. Barmouth and Harlech: Mr. G. P. 
Thomas, from Colwyn Bay, to be manager. Bristol, West St.: Mr. P. D. Allen to be manager. 
Lloyds Bank—Pall Mall: Mr. E. S. Keyworth to be a section manager on retirement of Mr. 
kK. D. Bacon. Billingham: Mr. N. P. Lee to be manager. Birmingham—King’s Norton: Mr. E. A. 
Davies, from Cheylesmore, to be manager on retirement of Mr. J. R. Brown; Langley: Mr. J. D. 
Dobson, from Newcastle, to be manager; Moseley: Mr. A. H. Thacker, from Langley, to be 
manager on retirement of Mr. H. W. Sparkes. Bristol, Avonmouth: Mr. R. H. L. Watkins, from 
St. Philip's, to be manager. Cardiff, St. Mary St.: Mr. R. Pinney, from District Office, to be 
manager on retirement of Mr. J. M. James. Faringdon (also Lechlade): Mr. J. K. Hollinghurst, 
from Stroud, to be manager on retirement of Mr. L. W. Fitz. 

Midland Bank—London—Haymarket: Mr. F. Arnsby, from Park Royal, to be manager; Park 
Royal: Mr. W. A. McBride, from Cornhill, to be manager. Carlisle, Court Sq.: Mr. A. Campbell, 
from St. Helens, to be manager on retirement of Mr. J. Greenwell. Coleshill: Mr. D. C. Hanson, 
from Norwich, to be manager on retirement of Mr. H. C. Randall. Liverpool, Everton: Mr. J. 
Adamson, from Blackburn, to be manager on retirement of Mr. J. E. Pearson. Manchester, 
Ardwick: Mr. E. Taylor, from King St., to be manager. Rushden: Mr. H. W. Cox, from Granby 
St., Leicester, to be manager. St. Helens: Mr. W. C. Cleator, from Ardwick, Manchester, to be 
Manager. Scunthorpe: Mr. L. Carter, from Rushden, to be manager on retirement of Mr. G. H. 
Turner. Southall, The Broadway: Mr. A. Leil to be manager on retirement of Mr. A. W. Farr. 
Westcliff-on-Sea: Mr. H. T. W. Linden, from Slough, to be manager on retirement of Mr. C. L. 
Smithson, 

National Provincial Bank—Head Office: Mr. H. F. Willmot, a joint general manager, retired 
at the end of October. London—Finsbury Circus: Mr. E. L. M. Smith, from Millbank, to be 
manager on retirement of Mr. L. Williams; Goldhawk Rd.: Mr. H. J. Franks, from Lancaster 
Gate, to be manager on retirement of Mr. J. R. Sedgwick; J/2// Hill: Mr. J. W. Stewart, from 
Bloomsbury, to be manager on retirement of Mr. F. W. Finney; Orchard St.: Mr. R. A. Chappell, 
from Regent St., to be manager; Park Lane: Mr. R. A. Clack, from City Office, to be manager 
on retirement of Mr. K. A. Bowles; Warwick Gdns.: Mr. J. H. James, from Union Bank Branch, 
Kensington, to be manager on retirement of Mr. L. C. Pollard. Hull, Trustee Branch: Mr. V. 
Perry to be manager. Blandford: Mr. R. Wadham, from Wellingborough, to be manager. bristol, 
Clifton: Mr. D. A. Dawes, from Herne Bay, to be manager, on retirement of Mr. C. T. de J. 
Mauger. Ellesmere: Mr. E. L. M. Jones, from Tamworth, to be manager on retirement of Mr. 
D. A. R. Isaac. Herne Bay: Mr. R. T. Avery, from Southend-on-Sea, to be manager. Hinckley: 
Mr. S. W. Musson, from Newark, to be manager. Leeds: Mr. C. F. Mazey, from Corn Exchange, 
Manchester, to be manager on retirement of Mr. H. L. Gate. Lilanfyllin: Mr. E. O. Williams, 
from Newtown, to be manager. Llanybyther: Mr. W. A. Waters, from Llanwrtyd Wells, to be 
manager on retirement of Mr. J. H. Williams. Minehead: Mr. W. E. Harris, from Newport, 
to be manager. Salisbury: Mr. R. Ewbank, from Blandford, to be manager on retirement 
of Mr. A. C. Mills. 

Westminster Bank—Head Office: Mr. A. W. Viney, from Exeter,-Mr. J. S. O'Malley, from 
Balham, Mr. A. C. Bannister, from Warrington, Mr. P. H. H. Sheridan, from Spitalfields, and 
Mr. H. J. Clark, from West Kensington, to be inspectors of branches. London—Aldersgate St.: 
Mr. H. E. West to be manager on retirement of Mr. S. A. M. Gispert; Kensington High St.: 
Mr. D. E. Champion-Jones, manager at Kensington (Parr’s), that is now merged with this branch, 
to be manager on retirement of Mr. R. W. D. Beckett; Leyton: Mr. J. Dawson, from Mincing 
Lane, to be manager; Newington Butts and Kennington: Mr. L. A. Crux, from Leyton, to be 
manager on retirement of Mr. A. M. Pickwick. Andover: Mr. W.G. Juckes, T.D., to be manager on 
retirement of Mr. R. E. Welch. Bromsgrove: Mr. J. B. Whittaker, from Wolverhampton, to be 
manager of this new branch. Cliftonville: Mr. P. R. H. Elliott, T.D., from Eastbourne, to be 
manager on retirement of Mr. C. T. Brown. Croydon Trustee Branch: Mr. R. G. Morley to be 
manager of this new branch. Edgware: Mr. R. R. Richards, from Paddington (Marble Arch), to 
be manager. Exeter: Mr. C. Mayne to be manager. Gillingham, Kent: Mr. W. R. Hall, from 
Shoreham-by-Sea, to be manager. Gloucester: Mr. W. T. Travers, from Reading, to be manager. 
Heanor: Mr. G. Grime, from Alfreton, to be manager on retirement of Mr. N. Siddall. 
Northampton: Mr. J. F. Bryden, from Lincoln, to be manager. Northwich and Middlewich: 
Mr. H. C. Devitte, from Northampton, to be manager. Potters Bar: Mr. G. K. Langford, from 
Muswell Hill, to be manager. Sandiacre: Mr. G. E. Mills, from West Bridgford, to be manager 
on retirement of Mr. W. T. Greenfield. Shoreham-by-Sea: Mr. R. G. Wright, from Southwick, 
to be manager. Sfitalfields: Mr. N. E. T. Paterson, from Highbury, to be manager. 
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Banking Statistics 


Trend of ‘** Risk’? Assets 


(Figures in italics show percentages of gross deposits) 




















Actual Change in: Advances plus Investments 
({mn.) ({mn.) Ratio 
Oct., Nov., Dec.-Sept., Oct., Oct., Aug., Sept. Oct., 
1951 1951 1951-53 1953 1950 1953 1953 1953 
Barclays: 
Advances 368.5 371.0 -— 29.8 - 0.5) 

% 29.2 29.3 | ’ 
Investments 314.8 425.7 + 35-1 4+29.8f 54-2 01.9 O61.T 62.3 

% 25.0 33.6 J 

Lloyds: 
Advances 345.2 351.1 — 45.8 — 3.6 

0O/ , 

/o 30.2 39.7 . 

Investments 279.6 371.2 23.8 3.6 54.6 62.3 61.1% 60.5 
. a 24.4 2.5 J 

Midland: 
Advances 393-3 397.1 —- 63.8 -— 5.2) 

% 29.6 30.2 . we a 

Investments 3290.4 433.8 + 19.7. + 32.2 54-4 58D 57-9 59-4 
 % eis 24.9 2.8 J 
National Provincial : 
Advances 290.3 298.1 - 60.5 + 1.3 

o/ P 

/O 35-4 37 +2 ee ; > 
Investments 165.9 230.9 + 12.5 + 9.7 55-9 G8-2 00.2 04.2 

% 20.2 28.8 J 

Westminster: 
Advances 248.6 249.5 — 39.3 + 1.0) 

% 31.2 31.6 _ : _ oe 
Investments 209.4 263.6 — 7.3 +20.8 ' 57-4 58.5 57-5 59- 
% 26.3 33.4 J 

District: 
Advances 60.1 62.6 - 3.9 - 0.1) 

? a vi 56.2 62.4 61.9 62.9 
Investments 71.5 91.6 2.3 O.1 ui sits 

OG 30.5 38.9 J 
Martins: 
Advances 89.0 91.4 -—I11.6 — 0.1) 

0/ ‘ 

/0 29.1 29-3 4 . > . > 
Investments 78.2 102.8 + 18.1 0.2 { SS CES SEH SEF 

yA a - 25.5 33-0 J 

Eleven Clearing Banks: 
Advances 1,897.0 1,925.2 —262.9 — 8.3) 
O/ 
om. ee age | 55.7 61.2 60.1 61.1 
Investments 5,855.2 2,032.7 104.2 +I101.2 , 
% 25.1 32.9 J 
Trend of Bank Liquidity 
IQ5I 1952 1953 
Oct.f Nov. Dec. June Aug. Sept. Oct.t Nov. Dec. Aug. Sept. Oct. 
Liquid Assets:* % of of yA vA ys ~ % % % “% % 
Barclays _ 40.0 32.8 33.8 35-0 37-2 37-3 34.0 34.2 35.8 35.8 30.1 35.0 
Lloyds -» 40.0 32.56 32:8 33:9 37:6 38:0 33:8 33-4 33:5 25:4 0.2 34 
Midland -- 40.2 32.8 34.1 34.4 36.4 36.4 34.0 35.6 36.8 39.0 40.1 38.3 
National Prov. 39.4 30.6 33-7 34-0 38.7 39-7 34-9 36-5 38-7 37-4 37-6 37.2 
Westminster 360.7 30.4 30.8 34.4 36.7 37.7 34.2 34-5 36.5 39.3 39.8 37.0 
District .. 38.0 30.5 30.4 35.6 38.9 38.9 36.6 38.1 39.3 35.9 36.1 35-7 
Martins -» 39.5 33.2 34-5 40.8 41.6 41.6 36.6 37.8 38.2 33.6 33.7 33-0 
All Clearing 
Banks... 39.0 32.0 33.2 34.7 37.4 38.0 34.4 34.4 36.0 36.8 37.4 36.6 
* Cash, call money and bills. ft Eve of ‘‘new’”’ monetary policy. t¢ After second Funding. 
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Banking Trends over Thirty Years* 











‘“‘ Risk ”’ Assets 
Liquid Assets 
Net Invest- Combined 

Averages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: {mn. {mn. % {mn. {mn. % 
1921 e- 1,759 680 38 — 325 833 64 
1922 ea 1,727 658 37 —- 391 750 64 
1923 <a 1,628 581 35 a 356 761 67 
1924 - 1,618 545 33 — 341 808 69 
1925 - 1,610 539 32 — 286 856 69 
1926 oa 1,615 532 32 — 265 892 7 
1927 in 1,661 553 32 — 254 928 69 
1928 “ 1,711 584 33 — 254 948 68 
1929 a 1,745 568 32 — 257 991 69 
1930 wis 1,751 596 33 — 258 963 68 
1931 ws 1,715 560 2 — 301 919 69 
1932 - 1,748 611 34 —_ 348 844 67 
1933 oe 1,909 668 34 —- 537 759 66 
1934 = 1,834 576 31 — 560 753 7° 
1935 - 1,951 623 31 a 615 769 69 
1936 - 2,088 692 32 — 614 839 68 
1936 - 2,160 713 32 — 643 865 68 
1937 - 2,225 683 30 — 652 954 70 
1938 - 2,218 672 30 o 637 976 71 
1939 we 2,181 648 29 -— 608 991 71 
1940 = 2,419 785 31 73 666 955 65 
1941 = 2,863 676 23 495 894 858 59 
1942 . 3,159 712 22 642 1,069 797 57 
1943 s 3.554 723 20 1,002 1,147 747 52 
1944 oe 4,022 788 19 1,387 1,165 750 46 
1945 os 4,551 886 19 1,811 1,156 768 41 
1946 en 4,932 1,280 25 1,492 1,345 888 44 
1947 _ 5,403 1,646 29 1,308 1,474 1,107 46 
1948 = 5,713 1,703 29 1,284 1,479 1,320 47 
1949 _ 5.772 1,920 32 983 1,505 1,440 49 
1950 7 5,811 2,345 39 430 1,505 1,603 52 
1951 _ 5,931 2,308 38 247 1,624 1,822 56 
1952 = 5,856 2,097 34 —_ 1,983 1,838 62 
1951: 

Oct.f  .. 5,981 2,423 39.1 177 1,555 1,897 55-7 

Nov.f_.. 5,973 1,981 32.0 108 2,033 1,925 64.0 
1952: 

June ais 5,817 2,106 34.7 — 1,917 1,860 62.3 

August .. 5,868 2,265 37-4 -— 1,918 1,755 60.7 

Sept. - 5,927 2,327 38.0 no 1,921 1,748 59-9 

Oct. “s 5,942 2,120 34-4 — 2,142 1,747 63.1 

Dec. ne 6,154 2,327 36.0 —- 2,148 1,749 60.4 
1953: . 

August .. 6,041 2,298 36.8 — 2,140 1,676 61.2 

Sept. 43 6,095 2,366 37-4 — 2,137 1,662 60.1 

Oct. sa 6,150 2,334 30.6 -— 2,238 1,654 61.1 

* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 
+ Bank statements immediately before and after the launching of the ‘‘new’’ monetary 


policy and the first special funding operation. 


Floating Debt 
Nov. 22, Oct. 24, Oct. 31, Nov. 7, Nov. 14, Nov. 21, 





1952 1953 1953 1953 1953 1953 
Ways and Means Advances: £m. £m. £m. {m. £m. £m. 
Bank of England ie --- — 1.3 _— —_ aa 
Public Departments .. 266.0 264.1 254-9 250.0 253-9 268.8 
Treasury Bills : 
= cae = ~ 4481.1 4550.4* 4538.1* 4535.2* 4591.7*  4604.2* 




















4747-1 4814.5 4794-3 4785.2 4845.5 4873.0 




















* In consequence of official purchases of tender bills in connection with the cash subscriptions 
to the new Exchequer stock, it is impossible to calculate the division between tap and tender 
bills until all the bills purchased have passed their original maturity date. 
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1950 _ Ss‘ 
IT 

Ii! 

IV 


1951 I 


III 
IV 


1952 I 


Ii! 
IV 


1953 I 
II 
III 


Years and 
Quarters 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1952: 
I 


II 
III 
IV 


1953: 
II 


July 

August 

Sept. 
IIt 


Oct. 


* Portion of monthly deficit or 
period). 
+ Comprising $4,909 millions from U.S. and Canadian credits in 1946-50; $420 millions from 
the I.M.F. in 1947-49; and $325 millions from the South African gold loan of 1948. The annual 
service charges on the U.S. and Canadian loans paid in December of 1951 and 1952 are 
included as a debit item. 


National Savings 


(£ millions) 






































Savings | Savings 
Certi- Defence Savings | Certi- Defence Savings 
ficates Bonds Banks Total | ficates Bonds Banks Total 
(net) (net) (net) Small | (net) (net) (net) Small 
| 1952 Jan. 0.2 — 4.0 7.5 3.7 
| Feb. .. 1.7 - 7.3 2.3 - 3.3 
- 5-5 - 9-1 36.6 22.0 | Mar. .. 3.7 -15.9 5.5 - 6.97 
-10.9 — 9.6 6.4 - 14.1 April... - 2.6 - 7.1 5-4 - 4.3 
-13.0- 7.5 - 2.4 — 23.5 May - 3.8 -11.6 -— 5.6 — 21.0 
-5.6- 7.3- 4.3 - 20.2 June... -—1.5 -— 7.2 -— 4.2 — 12.9 
July ... — 3.7 -— 7-7 —18.3 -— 29.7 
Aug. .. - 0.9 -10.2 - 3.I — 14.2 
27-5 ~ a ig sept. .. 6.1 6.6 — 3.5 9.2 
— . bogie big . a a it 1.0 2.0 5.9 
ht =the = 3a eS Nov. .. 2. —- 2.1 -5.6— 4.9 
SOC. I.9 — 2.1 -30.9 - 3I.I 
1953 an is 8.6 -—5.5 4.0 7.2 
6. 2. a * ae 5.0 — 4.0 3.5 4:5 
? a aha a Mar... 6.0 -6.8 ~5.1- 5.9 
April 8 -6.7 -—- 3.8 = 
1.5 — 11.3 — 24.9 — 34.7 pru.. 4 7 3 5+7 
Ma R 2.8 -— 8.6 -11.7 — 17.5 
7.6 = 3.2 — 34-5 — 30.1 7 7 7°5 
June .. 1.2 —4.1 —6.2- g.I 
July .. — 0.6 -— 3.9 ~-20.5 — 25.0 
19.6 — 16.3 2.4 5.7 Aug. .. I.4 —2.8 —1.0—- 2.4 
8.8 —- 19.4 — 21.7 — 32.3 Sept... 0.8 — 4.5 6.4 $9 
1.6 — 11.2 — 15.1 — 24.7 Oct. 0.7 — 1.3 10.6 6.4 
Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 
Net Gold and Dollar 
Surplus (+) or Deficit (—) Financed by : 
Reserves 
With With Net American Special Change at end of 
E.P.U.* Other Surplus or Aid Creditst in Period 
Areas Deficit Reserves 
von -— — 908 -—— +1123 + 220 2696 
~= = —4131 — +3513 —- 618 2079 
~- —— -—171I0 682 + 805 — 223 1856 
oe — —1532 1196 + 168 — 168 1688 
+ 14 + 791 + 805 762 + 45 +1612 3300 
— 112 — 876 — 988 199 — 176 — 965 2335 
— 276 — 460 — 7306 428 - 181 —- 489 1846 
— 219 — 417 — 636 I — — 635 1700 
— 143 - 73 — 216 201 — - I5 1685 
—I12 - 6 — 133 133 ~ —— 1685 
+213 + 36 + 249 93 — I81 + I61 1846 
+ 95 + 119 + 214 106 — + 320 2166 
+ 42 + 98 + 140 61 — + 201 23067 
+ 2 + 51 + 53 36 — + 89 2456 
—- 6 Nil - 6 19 nos + 13 2469 
— 15 + 4 —- II 28 —- + 17 2486 
- 19 + 55 + 36 83 — + 119 2486 
+ 6 + 15 + 21 13 — + 34 2520 


surplus settled in gold (in month following each accounting 
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THE NATIONAL BANK OF AUSTRALASIA 





Over-all Improvement in Conditions 





HE ordinary general meeting of The 

National Bank of Australasia Ltd., with 

which is united The Queensland National 
Bank Ltd., was held on November 25 in 
Melbourne. 

Mr. H. D. Giddy, the chairman, presided 
and in the course of his speech said: 

The Balance Sheet totals, at £256,8490,373, 
are {27,842,146 higher than last year as the 
result of a rise of just over £30 millions in 
deposits. Deposits will always be basic to 
our progress, and this excellent addition is 
close to the record annual increases of the 
inflationary boom years from 1949 to 1951. 
Advances are {10,332,545 lower than last 
year, and these movements have improved 
the Bank’s liquidity. Liquid assets are 
£40,135,557 higher, a gain which just about 
equals the deposit increases and the reduction 
in advances. 

The lift of £661,389 in gross earnings was 
almost wholly offset by the increase of {609,400 
in expenses and taxation provisions, resulting 
in a small increase of £51,989 in the net profit 
of £668,954. 

This year, the Directors felt an increase in 
dividend to be justified, and accordingly the 
interim dividend in May was raised to a rate 
of 4 per cent., and this meeting will be asked 
to approve a final dividend at the same rate, 
making 8 per cent. for the year. 


New Banking Legislation 

Two Bills were introduced into the Federal! 
House of Representatives on February 19 this 
year amending the Commonwealth Bank Act 
and the Banking Act of 1945. The amend- 
ments to the Banking Act came into operation 
on April 29, 1953. 

The Government failed to separate com- 
pletely the central and trading bank functions 
of the Commonwealth Bank, and compromised 
by transferring the activities of the General 
Banking Division to an entity known as the 
Commonwealth Trading Bank of Australia, 
which will commence operations on December 3 
next. In fact, this new organization will still 
be subject to the same over-all] control as 
formerly. 

This compromise offers no real immunity 
from interference by any future Government 
so minded. Australia, particularly its Banking 
System, still suffers from the failure by many 
Governments over forty years to establish, 
once and for all, a truly central bank completely 
independent of competitive commercial 
banking. 

_ The present banking position has a different 
complexion from that of a year ago. The fiscal 
year 1951-52 ended with a balance of payments 
deficit of £A585 millions, and in consequence 


over the twelve months to September, 1952, 
the main Trading Banks had to meet an outflow 
of well over £200 millions of liquid funds to 
support industry through that difficult period. 

By contrast, the 1952-53 balance of payments 
showed an extremely valuable surplus of {A171 
millions, resulting in the main Trading Banks 
enjoying an inflow of funds of about £A188 
millions for the twelve months to September 
last. 

This change for the better in our external 
position and the enlightened monetary policy 
of the Federal Government have been primarily 
responsible for restoring the liquidity of the 
banking system to a reasonable level. 


The Business Improvement 


A material over-all improvement in the 
level of industrial and commercial activity 
has occurred since I last addressed you. The 
more liquid state of business generally, fol- 
lowing the reduction of excessive stocks, has 
buttressed business confidence and brought a 
return of scope for new activity. 

The business scene at the moment is one of 
practically full employment, with its accom- 
paniment of a high market demand. There 
seems no reason to suspect that these conditions 
will not continue during 1953-54. 

The general improvement in the over-all 
financial position in Australia has not been 
accompanied, unfortunately, by any parallel 
achievement in overcoming the problem of 
high costs. Gains have been made, it is true, 
and the ominous cost and price trend of two 
years ago has been substantially halted. But 
our costs are at a very high level, and there 1s 
evidence of a worsening in our overseas com- 
petitive position. 

One thing is certain: Our cost levels must 
not be permitted to rise higher. 


New Foundations for Government 
Supervision 


Looking back over the past year or so, one 
must conclude that the over-all supervision of 
the economy by the Federal Government has 
been wisely applied in the general interests of 
the community. 

The Federal Government has made, I feel, 
a sincere attempt to use weapons of economic 
oversight which are compatible with the 
flourishing of free enterprise in a modern 
society. This may well be in accord with a 
world-wide trend of the democratic countries. 
I believe we are witnessing the emergence of 
the idea that a more delicate touch is essential 
if Governmenta] economic supervision and a 
virile private enterprise are to live together. 

The report and accounts were adopted. 
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Her Majesty’s Colonial Service 





EAST AFRICA 





Vacancies exist for Assessors of Income Tax in the East African Income Tax Department. 
The duties mainly consist of the computation and assessment of those Income Tax cases in 
which the taxpayers’ returns are supported by Profit and Loss accounts and Balance Sheets. 
Initiative and intelligent anticipation are called for, and the work provides a variety of 
interest. 

The salary scale is £550 rising to £1,320 by annual increments and the point of entry is 
£620 per annum at age 22 or over. In addition a Cost of Living Allowance is payable at the 
rate of 35°. of basic salary, subject to a maximum of £350 per annum. An outfit allowance 
of £30 is also payable. Income tax is payable at local rates which are substantially lower than 
in the United Kingdom. 

Free passages on appointment and to and from the United Kingdom on vacation leave, 
are provided for the officer, his wife and children up to a maximum cost of three adult 
passages. 

Government quarters are normally provided at a charge of 10°, of salary, subject to a 
maximum of £150. Leave terms are generous. 

Applications are invited from University Graduates possessing at least a second class 
honours degree. Successful candidates would be placed on the pensionable service of the 
East Africa High Commission subject to a probationary period of two years. They will be 
given a two years’ specialised training course in accountancy and Income Tax law and practice 
in Nairobi, and thereafter be liable to serve in Kenya, Uganda or Tanganyika. 

Further particulars and an application form may be obtained from the Director of 
Recruitment (Colonial Service), Colonial Office, 2 Sanctuary Buildings, Great Smith Street, 
S.W.1, quoting reference CDE.92/88/03. 
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INVESTORS’ CHRONICLE 
1860 — 1953 


Throughout a crowded and eventful period of 94 years, 4,874 weekly 
issues of the INVESTORS’ CHRONICLE have given expert advice to 
successive generations of investors. 

The many financial and economic changes since 1860 have made the 
task of interpreting the investment scene more difficult —- and more 
necessary than ever. As investment affairs have become more complex 
the organisation of the INVESTORS’ CHRONICLE has been continuously 


adapted. 
Today it is better equipped than ever for giving service to the investor. 


EDITED BY HAROLD WINCOTT 


Price 1/- weekly from all newsagents, or direct from the publisher at 
72, Coleman Street, E.C.2 
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Imperial Cancer 
Research Fund 


Incorporated by Royal Charter, 1939 


Patron— 


HER MOST GRACIOUS MAJESTY THE QUEEN 


The Fund was founded in 1902 under the 
direction of the Royal College of Physicians of 
London and the Royal College of Surgeons of 
England, and is governed by representatives of 
many medical and scientific institutions. It is 
a centre for research and information on Cancer. 
In addition to the continuous and systematic 
investigation in up-to-date laboratories at Mill 
Hill, London, the work is being extended in new 
laboratories at Lincoln’s Inn Fields. Additional 
help is needed quickly to assist the many de- | 
velopments now being made in the conquest of 
Cancer. 


LEGACIES, DONATIONS 
AND SUBSCRIPTIONS 
are urgently needed for the maintenance and 
extension of our work. 
Gifts should be sent to Honorary Treasurer, 
Mr. Dickson Wright, F.R.C.S., at the Royal 


College of Surgeons, Lincoln’s Inn _ Fields, | 
London, W.C.2 | 








THE DIGEST 
OF 
COLONIAL 
STATISTICS 


includes 
FINANCE TABLES 


giving figures for Liabilities and 
Assets of Commercial Banks and 
for the Distribution of Sterling Assets 
by classes and territories 


now 


OTHER MONTH 


(By post 5/3) 


EVERY 


Annual Subscription £1 Ils. 6d. 
(including postage) 


M. STATIONERY OFFICE 


P.O. Box 569, London, S.E.1, and Sale 
Offices in London, Edinburgh, Man- 
chester, Birmingham, Cardiff, Bristol 
and Belfast or through any bookseller. 


H. 
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Message from a 
Colonial Governor 


In 1817, Governor Macquarie of New South 
Wales advised the Home Government that he == 
had established a bank—the Bank of New 
South Wales. It was Australia’s first public 
company, and Macquarie prophesied that it 
would be “productive of incalculable benetits to 


the Mercantile and Agricultural Interests of 
the Colony” and would “Redound to its future Credit and form an Era of true respectability” 


which would “hereafter be looked back to with Public Gratitude.” 

The prophecy has been amply fulfilled, for the Bank has played no small part in the 
development of the great countries of Australia and New Zealand and in fostering their 
trade with the Mother Country and the rest of the world 


The Bank has had a branch in London since 1853. Today, its Threadneedle Street 
ind Berkeley Square Branches are an integral part of the oldest and largest commercial 


bank in the South-West Pacitic. 


BANK OF NEW SOUTH WALES 





LONDON OFFICES: 29 Threadneedle Street, 
HEAD OFFICE — SYDNEY, AUSTRALIA 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED 


E.C.2, and 47 Berkeley Square, W.1., 
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IN the ancient world, fore- = 
seeing men took care to be = 
well protected with the appro- 
priate amulets that were reputed 
to deflect ill fortune from 
person, family and possessions. 
Humanity has progressed since then, but life still 
holds uncertainiizs. Modern man has replaced the 
doubtful amulet by practical, sure life assurance .. . 
For the past 76 years we have played our part in 
educating the public to appreciate the wisdom of 
providing against future needs by life assurance. 


Our present GUARANTEED ANNUITY terms 
are exceptionally favourable. Enquiries for these 
and other policies will receive prompt attention. 


| 


ar 


| | 





Or LONDON 


LIMITED ° Founded 1877 





PROVIDENT HOUSE, 246 BISHOPSGATE, LONDON, €E.C.2 | | 


Telephone: BISHOPSGATE 5786 








7= ever growing gooda- 
will which is enjoyed by 
the Sun Life of Canada, i 

due to the diversity and liber- 
ality of the Company’s life 
assurance policies, to the 
character of its representa- 
tives, and to the promptness 
and efficiency of its service 
to policyholders throughout 
its entire history. 


SUN LIFE ASSURANCE 
COMPANY OF CANADA 


(Incorporated in Cancda in 1865 by Act 
of Parliament as a limited Company) 


M. Macaulay (General Manager for Gt. Britain 
and Ireland) 


196 SUN OF CANADA HOUSE, 
COCKSPUR ST., LONDON, S.W.1 





























Use the ‘Recordak’ Microfilmer to photograph 
cheques, correspondence, etc.—any document up 
to I2 X 14 ins.—on to 16mm. microfilm. And use 
the same machine to make quick and easy reference to the 
processed film records. This method of record-keeping 
regains 99°% of the filing space used for original bulky 
files. 3,000 letter-size documents can be photographed 
on one 100 ft. reel of microfilm. Normal documents can 
be microfilmed at the rate of 1,500 per hour. 

The ‘Recordak’ Microfilmer will also operate in conjunc- 
tion with an adding machine, permitting documents such 
as cheques to be totalled and microfilmed simultaneously. 


SRECORDEK DIVISION OF ‘RECORDAK’ 


MICROFILMER 


KODAK umiten *"S 


Note new London address: |! & 2 Beech Street, London, E.C.1. Tel: MET 0316 
and at II Peter Street, Manchester, 2. Tel: Blackfriars 8918. 














‘Recordak’ is a registered trade-mark. 
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All Dunlop car tyres 
carry the Gold Seal, the 
symbol of all that is best 
in tyre-building tech- j 
nique. The DUNLOP 
‘FORT’ is designed for 
the motorist who wants 
the very best and is 
prepared to pay a little 
more for a tyre without 
equai for strength, 
trouble-free perform- 
ance and long mileage. 4 
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SAFETY-FIRST INVESTMENT 


Income Tax paid i O per by the society 
2s O annum 


Equal to £4.10.10 per cent to investors 
subject to income tax at the standard rate 


The current rate of interest on holding of £5,000 are accepted 
share accounts is 2$%, and on _ for investment in Abbey National. 
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ordinary deposit accounts 2°%, with For further particulars apply for 
income tax paid by the Society a copy of the Society’s Investment 






in each case. Sums up to a total Booklet. 


Total Assets £153,974,000 


ABBEY NATIONAL 


BUILDING SOCIETY 


HEAD OFFICE: ABBEY HOUSE, BAKER ST., LONDON, N.W.1 | 
For address of Local Office see Telephone Directory : i i! 
fil il | il 
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- | Banker’s Hitech 


Nautical knots and hitches will always remain impenetrable mysteries to 
this Banker! And the question of seamen’s welfare, too, may at first sight 
appear a knotty problem. A client asks ‘‘ How can my legacy best benefit 
sailors ?”” There are many societies to which sailors turn in times of 
trouble. What is he to advise? 


The solution is no mystery. King George’s Fund for Sailors makes grants 
to over 120 welfare and benevolent societies. A legacy in favour of this 
central fund for all sea-services helps sailors and their dependants everywhere 


King George’s Fund for Sailors 


CAPTAIN STUART PATON, C.B.E., R.N. (General Secretary), | Chesham Street, London, S.W.! 
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a good accountant 
deserves an... 








calculator 





T-S. (coitu:) LTD. 


31 * NEW BRIDGE STREET:*EC4 
Telephone City 1107 








% Fast one-hand operation 
% Visible dials throughout 
% Reasonably priced. Write for details 














THE MAURITIUS COMMERCIAL BANK 


Untriee } MAURITIUS 


ROSEHILL 


Established 1838 
Telegraphic Address ‘‘EGO”’ 


Capital .. . . Rs. 3,000,000 Reserves. . 
London Agenis : 


LLOYDS BANK, LIMITED 
Overseas Department: 6 E \STCHE \P, E.C.3 
Also Agents in all parts of the World 


Complete Banking Facilities 


. . Rs. 3,780,000 





























ESTABLISHED 1821 
cua asim SAFETY 


for your savings 














Head Office: 
68 KING WILLIAM ST., LONDON, E.C.4 
WITHOUT 
Specialists in | C APITAL 24 % 
ALL CLASSES OF COURT BONDS | 2 O 
and DEPRECIATION 


CONTINGENCY RISKS 





TRUSTEESHIPS AND 
EXECUTORSHIPS UNDERTAKEN 


PURCHASES OF REVERSIONS 
ENTERTAINED 


ADVANCES MADE ON 
REVERSIONARY and LIFE INTERESTS 





Law Courts Branch: 
21 FLEET STREET, E.C.4 


Telephone : CENTRAL 8491-2-4515 


INTEREST 


Income Tax paid 
by the Society 











| Assets £15,000,000 Reserves £800,000 


HASTINGS and THANET 


BUILDING SOCIETY 


| 29-31 Havelock Road, Hastings 46 Queen Street, Ramsgate 
99 Baker Street, London, W.! 
| 41 Fishergate, Preston 41 Catherine Street, Salisbury 





| 
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-Royat Bank oF SCOTLAND 


INCORPORATED BY ROYAL CHARTER 1727 
HEAD OFFICE: ST. ANDREW SQUARE - EDINBURGH 


ey eA two or, _ —— yong a Associated Banks : 
the Bank has maintained a tradition o e 
personal touch, and is to-day exceptionally GLYN, MILLS & CO. 
well equipped to provide its customers with a WILLIAMS DEACON’S BANK LTD. 
Banking service which is adaptable, individual 

and complete. 


BRANCHES THROUGHOUT SCOTLAND AND ALSO IN LONDON 


TOTAL ASSETS £167,430,868 




















jon cling quali 
Scottish Widows’ of COUTIC. 


SCOTTISH WIDOWS’ FUND 








THE HALL MARK OF 


STERLING QUALITY | 
IN MUTUAL Head Office: 9, St. Andrew Square, Edinburgh, 2 
LIFE ASSURANCE London Offices : 28, Cornhill, E.C.3. 17, Waterloo Place, S.W.! 


i —_—- SS 























3 , (Incorporated in 
a Turkey with 
: Limited Liability) 


FOUNDED 1863 





“EVERY YEAR | 
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Clyy 1% 
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Tuey need more than eee. - Clee 
| PAID-UP - £5,000,000 
pity, these unhappy 
children... they need | 
positive help. 

The National Society 
for the Prevention of 
Cruelty to Children 
depends entire/y on 
voluntary gifts. It 
urgently needs your 
assistance in order to 
continue its vital work. 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


: eee BRANCHES throughout TURKEY and the 
| NEAR EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS and JORDAN. 


Affiliated Institution in Syria and 
Lebanon: BANQUE DE SYRIE ET DU 


when advising on wills and bequests a . 
eeeendnens MANCHESTER 56/60, Cross Street 
nS? +, + @, MARSEILLES tee Se. Forrest 
President: H.R.H. PRINCESS MARGARET | ae use Sb. Dawes 





Information gladly supplied on application to the Director, N.S.P.C.C., 








Victory House, Leicester Square, London W.C.2. Phone: Gerrard 2774 
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Burroughs 
Accounting 
Machines 


Two No. 78's, bought April, 1952, 
costing over £1,300 each and used 
for one year, FOR SALE.—Write 
Box 836, c/o Walter Judd, Ltd., 
47 Gresham Street, London, E.C.2 














THE CHARTERED 
INSTITUTE 
OF SECRETARIES. 


DIRECTORS requiring the services 
of CHARTERED SECRETARIES 
to fill secretarial and similar 
executive posts are invited to 
communicate with the Secretary 
of the Institute, 14 NEW BRIDGE 
STREET, LONDON, E.C.4 
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OVER A CENTURY 
i849 OF SERVICE 1933 


A.M.P. 


THE LARGEST BRITISH 
MUTUAL LIFE OFFICE 


ASSETS EXCEED £255,000,000 


EXAMPLES OF ANNUAL PREMIUMS 
FOR £1000 SUM ASSURED 


ENDOWMENT ASSURANCES WITH 


BONUSES 
Age next PAYABLE AT DEATH OR ON ATTAINING 
Birthday Age 65 Age 60 Age 55 
20 £22 4 2 £23 18 4 £26 12 


25 “25 7 & 
30 £29 13 4 
35 £35 5 10 
40 £42 19 2 


AUSTRALIAN MUTUAL 
PROVIDENT SOCIETY 


(Established 1849 in Australia) 


Head Office for United Kingdom: 
73-76 KING WILLIAM STREET, LONDON, €.C.4 


6 
£27 18 4 £31 13 4 
£33 3 4 £38 17 6 
£40 11 8 £49 9 2 
£51 10 10 ‘7 2 6 
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FIRE! 


FREE BOOKLET FOR YOU ON 


NU-SWIFT! 


Fascinating, new, multi-coloured broch- 
ure, “*Fire!—Your Dangerous Servant,’ 

can be yours. It tells you why to get 
Nu-Swift before your fire risk becomes 
3-dimensional. Send for it—NOW ! 


NU-SWIFT LTD - ELLAND - YORKS 
In Every Ship of the Royal Navy 


















new 
readers 


can obtain 


THE BANKER 


each month 





It is sent post free 
to every country in 
the world for 30s. 
a year 


The Publisher 


THE BANKER 


72 COLEMAN ST., LONDON, E.C.2 




















THE 


HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(INCORPORATED IN THE CoLtony or Honc Kone) 
The Liability of Members is limited to the extent and in manner prescribed in Chapter 70 of the Laws of Hong Kong 


CAPITAL ISSUED AND FULLY PAID ad . $20,000,000 
RESERVE FUNDS STERLING i wee 


RESERVE LIABILITY OF MEMBERS 
Head Office - - - HONG KONG 


CHAIRMAN: C. BLAKER, M.C., E.D. CHIEF MANAGER: MICHAEL W. TURNER 
LONDON OFFICE - 9 GRACECHURCH STREET, E.C.3 
Lonpon Manacers -_ S.A. Gray, m.c., A. M. Duncan Wattace, H. A. Masey, 0.8... 


BRANCHES 
Hong Kong Japan (cont.) Malaya (cont.) Philippines 
ong Kong Osaka Singapore oilo 
owloon Tokyo Singapore Manila 
Yokohama (Orchard Road) Siam 
Malaya Sungei Patani Bangkok 
Djawa (Java) Cameron Highlands Teluk Anson United Kingdom 
; Ipoh North Borneo London 


Djakarta po 
Surabaja . Indo-China Johore Bahru Brunei Town U.S.A. 
Europe Haiphong Kuala Lumpur Jesselton New York 
i Kuala Belait San Francisco 


Hamburg Saigon cca 
Muar Sandakan 


Lyons Japan : 
Paris Kobe Penang Tawau 


BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service es Trustees _——a is also undertaken by the Bank's Trustee 
ompanies in 


HONG KONG LONDON | SINGAPORE 





























BANK LEUMI LE-ISRAEL B.M. 


formerly 


THE ANGLO-PALESTINE BANK 





General Management : Tel-Aviv 





42 Branches throughout Israel 





New York Representation: 


20 PINE STREET, NEW YORK 5 


Representative for Continental Europe: 


BLEICHERWEG 1 (am PARADEPLATZ), ZURICH 
London Office: 


6 GRACECHURCH STREET, E.C.3 





A ffiliation: The Bank Leumi Le-Israel Trust Company, Limited, Tel-Aviv 
The Trust Company undertakes the usual Trustee and Executor business 























PRINTED IN GREAT BRITAIN BY F. J. PARSONS, LTD., LENNOX HOUSE, NORFOLK STREET, LONDON, W.C.2, AND HASTINGS 
AND PUBLISHED MONTHLY BY THE BANKER LIMITED, AT 72 COLEMAN STREET, LONDON, E.C.2. 
EDITORIAL AND ADVERTISEMENT OFFICES : 22 RYDER STREET, ST. JAMES’S, LONDON, S.W.I. 











